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July 19, 1991 

General Services Administration 
FAR Secretariat (VRS). 
18th and F Streets NW, Room 4041 
Washington, D.C. 20405 

RE: FAR Case 91-13 

Dear Sir: 

We have reviewed the proposed rules on Federal Acquisition of Utility 
Services published in. the Federal Register of May 24, 1991 and appre- 
ciate this opportunity to comment on the proposed rules • 

East River Electric Power Cooperative is a wholesale power supplier of 
electric power to 25 retail cooperatives and one municipal who serve 
the end use consumer. We have no retail customers. East River's 
patronage capital is allocated and paid to our member cooperatives, 
not to consumers, therefore these proposed rules would not directly 
affect East River. However, we are keenly aware of the impact Section 
52.241-13, Capital Credits (b) and (c) would have on the retail 
cooperative noted as the 'Contractor' if these rules are adopted. 

Paragraph (b) would require the Contractor to state "the amount of 
capital credits to be paid to the Government and the date the payment 
is to be made". Capital credits are assigned or allocated at the 
close of business for a calendar or fiscal year. The amount of 
capital credits could be stated. The requirement that the date the 
payment is to be made is another matter. Retirement of capital 
credits are governed by the Rural Electrification Administration 
mortgage which is the common mortagage for rural electric cooperatives 
who borrow from the Rural Electrification Administration. It is our 
opinion that no Contractor, if a rural electric cooperative, could 
state when a capital credit allocated In a particular year will be 
retired. 

The full retirement of capital credits upon termination of a contract 
for utility service under paragraph (c) would cause the Contractor to 
discriminate against the other cooperative membership. The model 
bylaws prescribed by the Rural Electrification Administration which 
have been adopted by nearly all rural electric cooperatives advocate a 
•first in - first out* retirement of capital credits. An exception is 
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naje oy so-^e coooera:ives to reti>e capital cr-^aits of a deceasad 
..^^^ 'hn-s^ i^^sc^ndants are '^ot beioq served by the lenbe^sni;: 
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Inasnuc'i :na: the Government is a perDetual entity, chere apoears zo 
be no valid reason why a Government agency should receive 'special' 
treatment as to retirement of capital credits. This provision could 
create a cash flow disaster for a small cooperative that may serve a 
substantial Government contract. 

We would recommend that provisions (b) and (c) be revised to recognize 
that oayment of capital credits be made in accordance with the 
Contractor's bylav/s governing capital credit retirement. 




July 19, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW 
Room 4041 

Washington, D.C. 20405 



RE: FAR Case 91-13 



Dear Sirs: 

I am writing in reference to "FAR Case 91-13", which relates 
to the payment of "Capital Credits" earned by any member of 
the Cooperative. 

I would like to go on record as o pposing this proposed rule. 
The current by-laws and rules of North Star Electric 
Cooperative address the return of Capital Credits to our 
members > The Capital Credits are returned to members on a 
first in^ first out basis, and a rotating schedule. No 
member or business is paid prematurely simply because they 
leave the membership or close business. To do so would be 
unfair to the remaining membership 1 The proposed rule would 
require that the above action be performed and, therefore, 
it also would be unfair to the remaining membership. 
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To close, I would ask that this rule be rescinded and that 
the Cooperatives be allowed to refund Capital Criedits as 
dictated by the individual needs and rules of the 
Cooperatives . 

Sincerely, 

Harry M. Carls 
General Manager 

HMC/ld 
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Punish • -V tn*'*^mt»?»^ f k ■ rvie*.! cre«!i-K --^^hi-n ^^0 ^ ^s**--! -ios^ - i" 

fist;al yer^r. This woul-i b*- very •Jifficii:'', if r^^*" inir-'^*^ 'v : ^ iu-^ 

annuiil .^udi^., etc. ^"arfrfiit; ly wr? fur*ni*5h i s ^ n I" .^me n t of Uie jni^Li^? •:: ' 
accrued capital cretiit during ^he niunMi of July. 

Also mentioned in this section is the requirement to state the date the 
payiTif^ni -.i capital t:redit is to made. This is a!'?: stiongly opposed l-y 
Jo-Carroll Electric Cooperative. We currently pav .apital credits .;Fi 
24 year rotation, but wtr havo no ijuarantee that ?ur fItrjncL jl pos i ^ i.<.'n 
will enable us to so in the future. We may, per out by-laws, regain thr:* 
accrued capital credits if the fincincial cnnJilLon ^hr- C 

warrants. 

In paragraph (c), the wording states that upon termination of the 
contract tlxe contractor makes payments of the capital credits. We do 
not Mke early retirements of the capital credits. 

Please coiiiijder^ this strong opposition to the proposed FAR Case 91-13 by 
Jo-Carroll^j^ec^^c Cooperative* 

Sincerely, 

JO-CAHBOLL BLECTHIC COOPEHATIVBtJ 



CAcAm W. Selleck 
Assistant Manager 



JUL 23 199/ 



Tom W. GREGG. JR. 

Attorney at Law 
■ 219 S KOENIGHEIM 

San a.ngelc Texas 76903 




phone 915' 655*9188 P O. DRAWER 5032 

FAX dlS) 655-9160 SAN ANGELO. TEXAS 76902 



July 22 . 1991.. 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets N.W.., Rm* 4041 
Washinatonr D.C. 20405 

VIA: Federal Express 

RE: FAR Case 91-13 

Gentlemen: 

On behalf, of Concho Valley Electric Cooperative r Inc, and 
Southwest Texas Electric Cooperative, Inc., I am submittina the 
attached comments concerning 48 CFR 52.241-13 Capital Credits. 

Your consideration of these comments will be most 
appreciated. 
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Enclosure 



Yours very truly, 
Tom W. Greqq, Jr. 



xours very x 




cc: Mr. Michael Oldak 

NRECA Regulatory Counsel 
1800 Massachusetts Ave., N.W. 
Washington, D.C. 20036 

Mr. Alton Rollans, General Manager 
Concho Valley Electric Cooperative, Inc. 

Mr. Jim Martin, General Manager 

Southwest Texas Electric Cooperative, Inc. 



COMMENTS 

rO: General Services Administration 

FAR Secretariat (VRS) 
13 and F Streets, WW. Room 404L 
Washinaton, D.C. 20405 

RE: FAR Case 91-13 

FROM:* Tom W. Grega^ Jr., Attorney at Law, on behalf of 

Concho Valley Electric Cooperative^ Inc*,. and 
Southwest Texas Electric Cooperative , Inc. 

On behalf of my clients and myself r I thank you for this 
opportunity to express my concerns about the proposed amendments 
to 48 CFR 52, Sec. 52.241-13 Capital Credits. I will discuss our 
concerns by paraaraph in the order in which they appear in the 
proposed amendments. 

"52.241-13. (a) The government is a member of the 

(cooperative name ) .. • and as any other member, is 

entitled to capital credits consistent with the by-laws of the 
cooperative, which s tates the obligation of the Contractor to oav 
capital credits and which specifies the method and time of 
payment . " (Emphasis mine) 

It is our concern that the regulation indicates that there 
is an obligation of the cooperative (••Contractor") to "pay" 
capital credits to the Government or any other member, when in 
fact there is no such obligation. There is an obligation of the 
cooperative to "allocate" capital credits to the member account 
based upon the member's patronage. 

The enabling act for electric cooperatives in Texas (Article 
1528b, Vernon's Revised Civil Statutes) provides that the 
cooperative's revenues shall be sufficient at all times: 

(1) To pay all operating and maintenance expenses; 

(2) For the creation of reserves; 

(3) Revenues not recuired for the purposes set out above 
shall be returned, from time to time, to the members on 
a pro rata basis, "either in cash, in abatement of 
CUrrsnt — charges for electric energy, or other wise as 

the Boara determines? but ^uch return may be bv way of 

general rate reduction to members. if th e Board so 

electa 



As determined by the cooperative's board of directors, there 
may not be any capital credits paid, depending on the reserves 
desired. Further, if any return is possible, such return may not 
be to an individual member (i.e., the Government) but may be 



returned zo all the members by way of a general race reduction. 

Addi*:ionallY^ under the ternns of the Cooperative's rc^ortgaqie 
to tne .Government (Rural Electrification ^^dmi nist ration — REA), if 
tne -^'luity level of a cooperative is below 40% then it canno-. 
retire any oatronage capital without the approval in writing from 
REA, In the case of my clients , both have equity levels less 
than 40%. The mortgage further provides that regardless of the 
equity level, if the cooperative is not delincuent in any payment 
of principal or interest to the Government, it may make 
distributions of capital credits to deceased patrons, if 
permitted by its articles of incorporation and bylaws in an 
amount not to exceed 25% of the patronage capital and margins 
received by the cooperative in the preceding year. Further, if 
the distributions to decedent's estates do not exceed the amount 
of 25% of the previous year's margins, the cooperative may make 
such additional distributions up to the 25% level of the 
preceding year's patronage capital and margins received. While it 
is anticipated that cooperatives will be in a position to make 
some cash retirement of capital credits each year, it does not 
appear wise to contract with the Government that it will do so 
when the Government's own mortgage restricts the cooperative's 
ability to pay and in some cases prohibits such payment. 

Further, the by-laws of these cooperative clients do not 
recuire the payment of funds as implied by (a) and stated in (b) 
of the amendments. The by-law recuirement is as follows: 

"The Cooperative is obligated to pay by credits to a 
capital account for each patron all such amounts in excess 
operating costs and expenses. 

All such amounts credited to the capital account of any 

patron shall have the same status as though they had been 
paid to the patron in cash in pursuance of a legal 
obligation to do so and the patron had furnished the 
Cooperative corresponding amounts for capital." 

The by-laws further state that upon dissolution or 
liquidation of the Cooperative, after all outstanding 
indebtedness is paid, outstanding capital credits shall be 
retired, without priority, on a prorata basis. This is the only 
required retirement of capital credits that is not within the 
disci^etion of the board of directors. 

Therefore, because we are of the opinion that subparagraph 
(a) is misleading, we offer the following amendment: 

(a) The Government is a member of the (cooperative 

name) ^, and as any other member is entitled to 

capital credits consistent with the by-laws of the cooperative. 

52. 241-13 ( b) . Within 60 days after the close of the Contractor's 
fiscal year, the Contractor shall furnish to the Contracting 
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Cfficerr or cne desi-jnated representative of tne Co^.t raji i -a 
Officer/ in writing a list of accrued credits by contract number/ 
yearr and delivery point,; ^IsO/ the Contractor shall state t'ne 
anoanc of. capital credits to be paid to the Government' and the 
daze the payment is to be iT^ade , (Emphasis mine) 

The 60 days after the close of the Contractor's fiscal year 
recuirement is a concern because while electric cooperatives may 
have fiscal years that do not coincide with the calendar year, 
capital credits are usually allocated on a calendar year basis. 
This proposed regulation would require a separate calulation and 
allocation of the government's capital credits. 

The last sentence of (b) indicates that a cash payment to 
the Government is expected. This is misleading for the -reasons 
stated in the comments pertaining to subparagraph (a) above. 

We therefore recommend that 52.241(b) be amended as follows: 

(b) Within 60 days after the close of the annual period 
upon which the Contractor's annual allocation of capital credits 
is based r the. Contractor shall furnish to the Contracting 
Officerr or the designated representative of the Contracting 
Officerr in writing a list of capital credits accrued during such 
annual period by a contract numberr year and delivery point. 

52.241-13(0) Upon termination or expiration of this contract/ 
unless the Government directs that unpaid capital credits are to 
be applied to another contract ^ the Contractor shall make paymen t 
to the Government for the unpaid credits. 

One of the basic premises of electric cooperatives — and one 
that has contributed greatly to their success , is that all members 
are treated fairly and non-discriminatorily. One consumer is not 
favored over another. In compliance with this basic premise/ 
cooperatives retire capital credits based upon a plan or system. 
Most cooperative over the United States retire capital credits on 
a 20 year rotation cycle, first in - first out. Many other 
cooperatives use a percentage method and pay a percentage of the 
total outstanding capital credits to all members. Regardless of 
the method used, no preference , by contract or otherwise is given 
to any particular member. Subparagraph (c) recuires the 
cooperative to execute a contract creating a preference for the 
Government. We do not find this' acceptable. We therefore 
recommend that 52.241(c) be deleted. 

52.241-13 (d) Payment of capital V credits will be made by 

certified checks payable to the Treasurer of the United States; 
and • • • 

Again r the Government is attempting to require preferential 
treatment through contract. No other member receives capital 
credit payments by certified checks. Further, the Government 
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ioes not require, certified chec<3 m the oavTent of t:-e 
cooperatives' multi-million dollar loans nor does even the IRS 
recuire certified checks in the payment of citizens' tax 
obligations. To require certified checks for payment of capital 
credits .to the Government would be burdensome and costly to t'le 
cooperat I ves . 

We therefore recommend that 52. 241-13 (d) be amended as 
follows: 

"(d) Payment of capital credits will be made by check, 
payable to the Treasurer of the United States; and . • . " 



Mii-i-ER & Herx 




Glex Alle.v, Virginia S30G0 



July 22. 1991 



via Federal Express 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Washington, DC 20405 

Re: Proposed Rule for Federal Acquisition of Utility Services 
FAR Case 91-13 

Gentlemen: -' 

Enclosed are an original and three copies of Comments on the above- 
captioned rulemaking proceeding to be filed on behalf of A&N Electric 
Cooperative, BARC Electric Cooperative, Choptank Electric Cooperative, 
Community Electric Cooperative, Craig-Botetourt Electric Cooperative, 
Delaware Electric Cooperative, Mecklenburg Electric Cooperative, Northern 
Neck Electric Cooperative, Northern Virginia Electric Cooperative, Powell 
Valley Electric Cooperative, Prince George Electric Cooperative, 
Rappahannock Electric Cooperative, Shenandoah Valley Electric Cooperative, 
Southern Maryland Electric Cooperative, and Southside Electric Cooperative. 



Cordially, 




Kenworth E. Lion, Jr. 



KELJr/ctr/r91-0235 
Enclosures 

cc: Member Cooperatives 



VMD Association of Electric Cooperatives 
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COMMENTS OF THE MEMBERS 
OFTHE 

VA. MD. AND DEL. ASSOCIATION OF ELECTRIC COOPERATIVES 
REGARDING THE PROPOSED RULE FOR 
FEDERAL ACQUISITION OF UTILITY SERVICES 
FAR CASE 9M3 

The comments presented below represent the collective comments of the 
cooperative members (Cooperatives) of the Virginia, Maryland and Delaware 
Association of Electric Cooperatives (Association) in response to the proposed 
rulemaking published at 56 Federal Register 23982 on May 24, 1991. 

1. General. As public utiHties, the Cooperatives have the obligation to 
provide service to anyone within their certificated service territories that 
applies for membership; however, the obligation is not unilateral. As a 
condition of membership, the individual or entity desiring service must agree 
to abide by the charter, bylaws, regulations, and terms of the membership 
agreement of the cooperative. These documents constitute a binding and 
enforceable contract between a cooperative and its members. 

As will be discussed below, several of the proposed regulations 
violate the terms of the membership agreement, charter, bylaws, and/or 
regulations of the Cooperatives. Since the Cooperatives are regulated by the 
public service commissions in Virginia, Maryland, and Delaware, the terms 
and conditions of the bylaws and other controlling documents are subject to the 
jurisdiction and control of the commissions. Consequently, §8093 of the 
Department of Defense Appropriations Act of 1988, Public Law 100-202, 
mandates compliance with the Cooperatives' conditions of membership. 



2. §41.001.1 Policy . The Cooperatives have acquired the necessary 
capacity to provide service to everyone, including federal facilities, within their 
certificated service territories. Pursuant to their obligation to serve their 
consumers, the Cooperatives have invested hundreds of millions of dollars to 
provide service, in part, in reliance upon the projected needs of the Federal 
Government. If federal agencies, unlike other consumers, are allowed to 
switch electric utilities, the fixed costs of capacity to serve federal facilities will 
be shifted to the Cooperatives* remaining consumers/members. This result is 
xmfair to the remaining members and the unexpected switching of power 
suppliers could complicate utility system forecasting and capacity planning. 
Consequently, the Cooperatives are concerned about the integrity of their 
certificated service territories. 

The Cooperatives' concern with territorial integrity arises from the 
confusion caused by the stated goal of the proposed regulations and the wide 
range of affected utilities. Although the policy statement acknowledges that 
§8093 of the Department of Defense Appropriations Act of 1988 requires federal 
agencies purchasing electricity to honor service territories established 
pursuant to state statute or state regulation, it emphasizes the goal of federal 
acquisition of utility services from supply sources that are most advantageous 
in terms of economy, efficiency, reliability or service. The proposed 
regulations place great emphasis on alternative suppliers and competitive 
bidding. At the same time, the regulations are intended to be applicable in a 
wide variety of situations. They are applicable to various combinations of the 
following: 

electric service, 
water service, 



Steam service, 
sewage service, 
natural gas service, 

utilities with dedicated service territories, 

utilities without dedicated service territories, , 

regulated utilities, and 

unregulated utilities. 
In studying the proposed regulations, the Cooperatives believe that 
there is significant potential for confusion which could result in loss of the 
§8093 protection for electric utility service territories. To eliminate the 
potential for confusion, the Cooperatives strongly recommend that a 
paragraph (f) be added to §41.004-1 to read as follows: 

(f) In accordance with §8093 of Public Law 100-202 as 
discussed in subsections (d) and (e) above, it is the policy of 
the Federal Government that, where electric utility 
franchises or service territories are established pursuant to 
state statute, state regulation, or state-approved territorial 
agreements, federal acquisition of electric utility service 
shall be from the appropriate electric utility subject only to 
the potential exceptions listed in subsection (d). 



3. §41.006-1 Monthlv and annual review. The language of this section 
is unclear with regard to the purpose of the monthly review of utility service 
invoices. Section 41.006*1 states: 

Agencies shall review (a) utility service invoices on a 
monthly basis; and (b) each contract, authorization^ 
purchase order, or other written request for service ex- 
ceeding the small purchase dollar, limitation on an annual 
basis. Hie pxirposes of such review are to ensure that the 
utility supplier is furnishing the services to each facility 
under the utility's most economical, applicable rate and to 
examine utility commercial markets for advantageous 
competitive resolicitations. The annual review shall be 
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based upon the facility's usage, conditions, and 
characteristics of semce, at each individual delivery point, 
for the most recent 12 months. If a change in rate is 
appropriate, the Federal agency shall request the supplier 
to make such rate change immediately. 

Monthly reviews seem to be unnecessary for the purpose of 
examining "utility commercial markets for advantageous competitive 
resolicitations," especially when a multi-year contract is in effect. This 
purpose appears to be more appropriate for the annual review. A more 
appropriate usage of the monthly review would be to monitor power usage for 
purposes of internal control. For instance, if electric usage suddenly 
increases, the agency would want to determine the reason and, possibly, take 
corrective action. Monthly monitoring could also be used to recognize 
changing trends iii usage which would indicate a change in the rate schedule 
under which the agency is purchasing in order to reduce the overall level of 
charges. The Cooperatives recommend that this section be revised to clarify 
the purpose of the monthly review. 

4. §41.006-2 Rate changes and regulatory intervention. Subsection (c) 
provides that rate changes made by the regulatory body '*shall be made a part 
of the contract by contract modification,'* The initial contract should be written 
to automatically change the rate when a new rate is set by the regulatory body. 
Execution of contract modifications by the parties is unnecessary. 

5. S41.QQ7 Contract Clauses. As discussed in our general conmients 
in paragraph 1 above, when the federal goveminent becomes a member of a 
cooperative^ it is expected to comply with all terms of the cooperative's 
membership certificate, charter, bylaws, and regulations. In this regard, the 
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federal government is treated the same as every other member of the 
cooperative. Unfortimately, several of the contract clauses prescribed by 
§41,007 conflict with the Cooperatives' bylaws or regulations and, thus, will 
result in violation of §8093 of Public Law 100-202. To avoid this result, the 
Cooperatives recommend that a subsection (k) be added to §41.007 to read as 
follows: 

(k) The contract clauses prescribed by this section 
shall be modified or deleted as necessary to be consistent 
with state law governing the provision of electric utility 
service, including state utility commission rulings and 
electric utility franchises or service territories established 
pursuant to state statute^ state regulation, or state-approved 
territorial agreements as mandated by §8093 of Public Law 
100-202 (see 4L004-l(d)), 

6. §4L009 Formats for utilitv service specifications. Subsection (b) 
provides that contracting officers may modify the specification format to attach 
'^details on Government ownership of facilities and maintenance or repair 
obligations." To avoid any potential confusion regarding construction and 
maintenance of facilities, the Cooperatives recommend that the phrase be 
revised to read "details on Grovemment ownership of facilities and 
maintenance or repair obligations on the Government's side of the 
interconnection point." The Cooperatives will own and maintain all facilities 
on their side of the interconnection point in accordance with standard utility 
practices. 

7. §52.241-1 nnnflirffl This proposed contract clause provides that, to 
the extent of any inconsistenqr between the terms of the contract and any rate 
schedule or rules or regulations of the utility, the terms of the contract control. 



This proposal is in direct violation of §8093 of the Department of Defense 
Appropriations Act of 1988 which provides that, in purchasing electricity, the 
Government must comply "with state law governing the providing of electric 
utility service, including state utility commission nxlings." Since the tariffs 
and regulations of the Cooperatives are subject to state utility commission 
scrutiny and approval^ §8093 mandates federal agency compliance with the 
terms of those tariffs and regulations. Consequently, this proposed clause 
must be rejected with regard to regulated electric utilities. 

8. §52.241.2 Scone and Duration of Contract , Subsection (c) provides 
that the utility shall provide a complete set of rates, terms, and conditions to 
the federal agency. The Cooperatives recommend that the utility be required to 
provide only the rates, terms, and conditions related to the contract with the 
Government. Provision of rates and other material related to the provision of 
residential service or other unrelated services wotild serve no useful purpose. 

'9. §52.241-5 Service Provisions, The subsection (d)(1) requirement for 
an adjustment to monthly billing, including the Tnim'Tnnm monthly charge, 
where service is interrupted for more than an hour is overreaching and 
inequitable. Cooperatives are owned by their members. There is no profit 
earned for providing service. Minimum charges are established to ensure that 
the Cooperatives recover at least their Sxed costs. A reduction in the recovery 
of fixed costs would be detrimental to both the Cooperatives and their 
consumers/owners. If fixed costs are not recovered from Government 
agencies, the only alternative is subsidization by other ratepayers. This 
proposal is imacceptable and must be rejected. ' 
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10. §52.241-6 rhange in Ratps nr Tprms and Conditions of Service for 
Regulated Suppliers . The Cooperatives recommend that subsection (c) be 
revised to reqmre utilities to provide a copy of public service commission 
regulations affecting the contract "within a reasonable time" rather than 
"immediately." The requirement for immediate action is unnecessarily 
onerous and provides no additional benefit to the Government. 

11. §52.241-8 Cnnnentinn Charge. When nevir consumers/owners 
initiate service with the Cooperatives, they may be responsible for a certain 
portion ofthe cost ofthe facilities required to provide such service. The 
connection fee is charged directly to the new customer. If a power line mtist be 
extended to provide service to a new customer, the customer pays for the cost of 
the extension in aiccordance with the individual cooperative's line extension 
policy. The policy is intended to place the responsibility for the cost above a 
certain level on the cost-causing entity. The proposed §52.241-8 will cause 
other consumers to subsidize Government agencies in certain circimistances. 
This is clearly improper. The Cooperatives believe that Government agencies 
should be subject to the same requirements as are all other consumers with 
regard to connection fees and line extensions. Government regulations should 
not mandate preferential treatment and stibsidization by other ratepayers. 
The Cooperatives reconmiend that proposed §52.241-8 be rejected. 

12. §52.241-13 Capital Credits. Subparts (b), (c), and (d) concerning the 
payment of capital credits violate the Cooperatives' bylaws and policies as well 
as the mortgage requirements imposed by the*Rural Electrification 
Administration. These sections should be rejected. 



Respectfully submitted, 



A&N ELECTRIC COOPERATIVE 
BARC ELECTRIC COOPERATIVE 
CHOPTANK ELECTEUC COOPERATIVE 
COMMUNITY ELECTRIC COOPERATIVE 
CRAIG-BOTETOURT ELECTEUC COOPERATIVE 
DELAWARE ELECTEUC COOI'EEtATEVE 
MECKLENBURG ELECTEUC COOPERATIVE 
NORTEIERNNECK ELECTEUC COOPERATIVE 
NORTHERN VIRGINIA ELECTEUC COOPEIUTIVE 
POWELL VALLEY ELECTEUC COOPEEIATIVE 
PEUNCE GEORGE ELECTEUC COOPERATIVE 
ItAPPAHANNOCK ELECTEUC COOPERATIVE 
SHENANDOAH VALLEY ELECTRIC COOPERATIVE 
SOUTHERN MARYLAND ELECTEUC COOPERATIVE 
SOUTHSIDE ELECTEUC COOPERATIVE 



Thomas A. Dick 
Director, Govemmental Afbirs 
Va., McL & DeL Associatioii 
of Electric Cooperatives 



July 22, 1991 
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Lone Star Gas Company 




LEGAL DEPARTMENT 



July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

Washington, D.C. 20405 



Ladies and Gentlemen: 



Enclosed please find the Comments of Lone Star Gas Company, a 
Division of ENSERCH Corporation concerning proposed revisions of 
the Federal Acquisition Regulations. These Comments are being 
submitted in response to the rule proposed jointly by the 
Department of Defense, General Services Administration and National 
Aeronautics and Space Administration in Far Case 91*13, as 
published in the May 24, 199i issue of the Federal Register. Your 
consideration of these comments will be appreciated. 



Re: 



FAR Case 91-13 



Very truly yours. 




Marsha L. Hunter 



gah 



UNITED STATES OF. AMERICA 
BEFORE THE 
DEPARTMENT OF DEFENSE 
GENERAL SERVICES ADMINISTRATION 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

IN THE MATTER OF: § 

S 

FEDERAL ACQUISITION § FAR CASE 91-13 

REGULATION; ACQUISITION " S . 

OF UTILITY SERVICES S 



COMMENTS OF LONE STAR GAS COMPANY. 
A DIVISION OF ENSERCH CORPORATION 

Lone Star Gas Company, a Division of ENSERCH Corporation 
("Lone Star"), files these Comments in response to the Notice of 
Proposed Rulemaking published in the Federal Register on May 24, 
1991. 

I. 

Lone Star Gas Company is a division of ENSERCH Corporation. 
ENSERCH Corporation is a corporation duly organized and existing 
under the laws of the State of Texas with authority to transact 
business in said state. Lone Star's principal place of business is 
301 South Harvood Street, Dallas, Texas 75201. Lone Star is an 
intrastate natural gas pipeline company. Lone Star owns and 
operates natural gas transmission lines, gathering lines, 
compressor stations, distribution facilities, and related 
properties by which it transports natural gas in intrastate 
conmerce within the State of Texas and distributes same to 



domestic, commercial, and industrial customers within the state. 
Lone Star provides gas service to certain facilities owned and 
operated by the United States government and will therefore be 
affected by adoption of the proposed rule* 

II. 

Lone Star urges that the proposed rule be amended to provide 
that a review to determine whether or not alternative delivery 
systems exist should be completed prior to commencement of the 
bidding process. If no viable alternative delivery system for the 
utility services is identified, the agency acquiring the utility 
services should not be required to go through the bidding process 
because to do sd under those circumstances would be an unnecessary 
expenditure of the resources of the agency acquiring the services. 

III. 

Lone Star supports the adoption of proposed Section 
41. 004-2 (c), insofar as it permits an agency to issue a purchase 
order, or order utility service and pay for it upon the 
presentation of an invoice, if the utility supplier refuses to 
issue a written refusal to sign a tendered contract. Current 
Section 8. 304*5 (e) requires that acquisition of utility services be 
by bilateral %nrltten contract under certain clrcxmstances, 
Including situations In which service Is available from more than 
one source or the annual cost of service Is estimated to exceed the 
appropriate small purchase limitatloh'. Current section 8.304'-5(9) 
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provides that "a written definite .and final refusal to sign a 
contract must be received from a utility before a purchase order 
may be issued. Elimination of the written refusal requirement 
would afford agencies flexibility needed in acquiring utility 
service. 

IV. 

Proposed Section 41. 004-1 (b) provides that, except for small 
purchase acquisitions, "agencies shall acquire utility services by 
a bilateral written contract, which must include the clauses 
required by 41.007, regardless of whether rates or terms and 
conditions of service are fixed or adjusted by a regulatory body." 
This provision requires that, even though the rates and services of 
a particular supplier are set by a regulatory body, the terms of 
the service are to be defined by contract. Impermissible 
intrusion upon state jurisdiction over the rates and terms and 
conditions for gas service from intrastate pipeline facilities and 
local juxisdiction over the rates and terms and conditions for gas 
service from distribution facilities within municipalities would 
result from the imposition of a requirement that federal agencies 
include in their contracts with utility companies terms which may 
be in conflict with state and local regulatory requirements • The 
proposed rule should be revised to provide that, if services are to 
be purchased from a utility, execution of a written contract would 
not be required. 
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CONCLUSION 



The proposed rules, if adopted, should be revised to provide 
that a review to determine whether or not alternative delivery 
systems exist should be completed prior to the commencement of the 
bidding process and that, if services are to be purchased from a 
utility, execution of a contract would not be required, as set 
forth in detail in the conunents set forth above. 



Respectfully submitted. 




Marsha L. Hunter 



Lone Star Gas Company, a 
Division of ENSERCH Corporation 
301 South Harwood Street 
Suite 504 North 
Dallas, Texas 75201 
(214) 573-3415 
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GULF STATES UTILITIES COl^FAIMY 

PCS' 3-- C£SOx B-'S*. aC-j= -C- ' Z i. I ' 



July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 

Eighteenth & F Streets, N,W. , Room 4041 
Washington, D.C. 20405 

Attention: Ms, Beverly Fayson 

Dear Ms, Fayson: 

Re: FAR Case 91-13 

Gulf States Utilities Company is an investor-owned utility 
company providing - service to about 558 ,000 customers in a 28,000 
square mile area of Southeast Texas and South Louisiana. We were 
one of the first utility companies to enter into an Areawide. 
agreement with the Federal Government and recently completed 
negotiations with GSA on a second ten (10) year renewal Areawide. 
I was personally involved in this very intensive negotiation, the 
many issues involved and current FAR requirements. This 
experience gave me the necessary insight to objectively review 
the proposed rulemaking in this case. 

We applaud the Government's efforts to combine the utility 
service procurements under a new Part 41? however, additional 
attention should be given to paperwork reduction for both utility 
companies and the Government. Since the majority of the utility 
companies are regulated by either a State Commission or the 
Federal Energy Regulatory Commission, or both, there are several 
areas which propose unnecessary paperwork, i,e,, SF26 under 
Section 41,004-4 and contract modification under 41, 006-2 (c). 

There are several references to wheeling of power which raises 
concern since there is no mandate on utilities to provide this 
service. This issue is very controversial and should it be 
adopted, no one knows what form it will take nor the 
requirements. Specific regulation in this area seems premature 
and should not be addressed until a later date. 
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hs. 3ever ly ' r ayscr. -i- July 22 , 1991 

General Services Administration 



The Ediscr. Elecrric Institute, of which Gulf States Utilities is 
a member company, will be filing a comprehensive, detailed 
analysis of the proposed rulemaking and we request you give 
serious and thoughtful consideration to their comments. 

Yours very truly. 




G. W. Hiter. 
Manager 

Governmental Accounts 



Carolina Power & Light Company 



CP&L 



P 0 3ox *55- • ^aieigri. N.C 2T6C2 
(919) 546-7544 



H RAY STARLING. JR 
Manager - Legal Department 
Associate General Counsel 



July 22, 1991 



Ms. Beverly Fayson 
General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N,W. 
Room 4041 

Washington, D.C 20405 

Re: FAR Casg n^Xl^ 

Proposed Fed eral Acquisition Regulations for the Acquisition of Utility Services 



Dear Ms. Fayson: 

Carolina Power 8l Light Company (CP&L) respectfully submits these comments on the 
proposed Federal Acquisition Regulations on the Acquisition of Utility Services (56 Fed. 
Reg. 23982 (1991)). 

CP&L is an investor-owned electric utility serving approximately 950,000 customers in 
a 30,000-square-niile area in eastern North Carolina, northeastern South Carolina and 
around Asheville in western North Carolina. Among CP&Us customers are six major 
military bases: Fort Bragg; Camp Lejeune Marine Corps Base; Cherry Point Marine Corps 
Air Station; Pope Air Force Base; Seymour Johnson Air Force Base; and Shaw Air Force 
Base. CP&L also serves many federsd office buildings, courthouses, post offices and other 
federal installations. 

CP&L is a member of the Edison Electric Institute (EEI), the national association of 
investor-owned electric utilities. CP&L strongly supports and joins in the comments being 
filed in this case by EEL These supplementary CP&L comments are being filed for the 
purpose of bringing GSA's attention to particular matters of specific concern to CP&L, 
proposing certain modifications to the regulations in addition to those proposed by EEI, and 
in some instances offering secondaiy alternatives to modifications that are being proposed 



by EEL 
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Ms. Beverly Fayson 
July 22, 1991 ' 
Page 2 

Attached to this letter are detailed discussions of specific issues raised by the proposed 
Federal Acquisition Regulations, outlining CP&L's concerns about the regulations and 
recommending specific changes. Please note that CP&L fully supports all the changes 
proposed by EEI; the fact that CP&L has chosen to address cenain issues in these 
supplementaiy comments indicates only that these issues are of special concern to CP&L, 
and it should not be taken to imply any lesser degree of support for EEI's proposals on 
other issues. 

CP&L would be pleased to have the opportunity to meet with FAR representatives to 
further explain these comments. 



RSG/ew 
Attachments 

cc: Mr. Charles Lloyd 

Defense Acquisition Regulatory System 
1211 South Fern Street 
Arlington, Virginia 22202 

Mr. Edward H. Comer 
Edison Electric Institute 
701 Pennsylvania Avenue, N.W. 
Washington, D.C 20004 



Yours very truly, 




CAROLINA POWER & LIGHT COMPANY (CP&L) 
CONCERNS AND RECOMMENDATIONS 



PROPOSED SECTION 41.004-1 
ACQUIRING UTILITY SERVICES: POLICY 
• PROPOSED SECTION 52.241-1 
CONFUCrS 

CONCERNS: 

CP&L is gravely concerned that Section 41.004-l(b) of the proposed regulations, providing 
that government contracts for electric service "must include the clauses required by 41,007, 
regardless of whether rates or terms and conditions of service are fixed or adjusted by a 
regulatory body," and Section 52241-1, the proposed standard "Conflicts" clause, are 
inconsistent with and tend to undercut Section 4 1.004- 1(c), the provision that recognizes the 
validity of § 8093 of Public Law No. 100-202. 

In § 8093 Congress specifically directed that no federal agency is authorized "to purchase 
electricity in a manner inconsistent with State law governing the provision of electric utility 
service, including State utility commission rulings and electric utility franchises or service 
territories." Prior to the enactment of this statute, proposals had. been made that 
Government agencies should seek to reduce costs by negotiating electric service terms and 
conditions more favorable than those available to non-Government customers; that they 
should look for opportunities to purchase power from electric suppliers other than the ones 
that had served them in the past; and that competitive bidding for electric service should 
be encouraged. With the adoption of § 8093 Congress expressed its concern about the 
adverse effects that such an approach could have on non-Government electric customers. 

A fundamental provision of utility law, which has been incorporated into the Nonh and 
South Carolina utiUty statutes as N.C. Gen. Stat. § 62-140 and S.C. Code Ann. § 58-27-840, 
respectively, is that there may be no discrimination among utility customers. When a group 
of customers pay the same rates for utility service, a utility may not single one out for 
benefits unavsdlable to the others or relieve one of duties that are imposed on the others. 
This, however, is exactly what happens when a Government agency is able to negotiate 
terms and conditions more favorable than those that apply to non-Government customers. 
When this occurs, the inevitable result is that iht Government does not pay the full cost of 
the service it receives, while other customers must pay more than their true cost of service. 
Under § 8093, when a State chooses to prohibit discrimination of this type, the Government 
must be guided by the State's policy and refrain firom seeking discriminatory terms and 
conditions of service. However, Section 52-241.1 of the proposed regulations disregards 
§ 8093 by stating that the terms of the standard Government contract clauses prevail over 
"any rate schedule . . . incorporated in this contract by reference or otherwise, or any of the 
Contractor's rules and regulations." 



A matter qf particular concern to CP&L is the standard "Scope and Duration of Contract" 
clause in Section 52-241.2 of the proposed regulations, which specifies that ever. 
Government utility contract must have a specified termination date, "that neither the 
Contractor nor the Government is under any obligation to continue any services beyond the 
term of this contract," and that thereafter the Government is free to obtain service from 
another utility.' Under Sections 41.004- 1(b) and 52-241.1 of the proposed regulations, this 
clause must take priority over any conflicting provision in CP&L's rules, regulations or rate 
schedules. 

The electric utility industry is highly capital-intensive. A large component of the cost of 
electric service consists of the fixed costs of generating plants, and transmission and 
distribution lines, which have been built to serve existing customers. When a customer 
leaves a utility's system, its share of these fixed costs must be absorbed by the utility's 
remaining customers. Thus, should a large Government customer (such as a military base) 
change its electric supplier, the unavoidable result would be that the noii-Govemment 
customers of the original supplier would be faced with higher rates. 

Congress was well aware of this situation when it passed § 8093. One of the main purposes 
of this statute was to enable the States, if they so choose, to limit the migration of customers 
from one electric utility system to another. North and South Carolina have chosen to do 
so. Each state has adopted a statute (N.C Gen. Stat, §§ 62-110.2 and 160A-331 to -338, 
and S.C. Code Ann. S§ 58-27-610 to -690) directing its regulatory commission to allocate 
service territories to particular electric suppliers. Moreover, both the North Carolina 
Utilities Commission and the South Carolina Public Service Commission have approved 
section 1(g) of CP&Us Service Regulations, which provides that a customer may terminate 
its purchases of electricity from CP&L only if "Customer no longer has use for electricity 
at ±e premises." In light of the territorial assigiunent statutes and section 1(g) of the 
Service Regulations, it is clear that North and South Carolina state policy do not permit a 
customer to shift its load from one electric supplier to another simply for the sake of 
obtaining lower rates. Under § 8093 the Government is directed to respect this state policy; 
however. Sections 41.004-l(b) and 52.241-1 of the proposed Federal Acquisition Regulations 
disregard it 



RECOMMENDATIONS: 

CP&L strongly urges, and indeed considers it essential, that the changes in Sections 
41.004-l(b) and 52-241.1 proposed by EEI be adopted. The EEI changes will bring these 
sections into harmony with § 8093, and with Section 41.004-l(d) of the regulations, by 
ensuring that State law (whether expressed in statute, in regulatory commission mles and 
regulations, or in tarifEs or terms and conditions approved by the regulatory conunission) be 
given priority over the standard Government contract clauses where any conflict exists. 



CAROLINA POWTR & LIGHT COMPANY (CP&L) 
CONCERNS AND RFXO.MMENDATIONS 



PROPOSED SECTION 41.004.5(d) 
ACQUIRING UTILITY SERVICES: SEPARATE CONTRACTS 
PROPOSED SECTION 52,241.2 
SCOPE AND DURATION OF CONTRACT 

CONCERNS: 

1. The present contracts CP&L has with DOD agencies have "indefinite terms." Over many 
years this arrangement has worked extremely well with the various military branches, as they 
have been able to issue contract modifications adding new points of delivery whenever 
required under the master contract for the base in question. Neither the military nor CP&L 
has had to be overly concerned about contract terms and termination charges for new 
services, because whenever a particular service has to be terminated, any applicable 
termination charges are calculated under CP&L's Service Regulations which have been 
approved by the North and South Carolina regulatory conmiissions. If the proposed 
Sections 4L004-5(d) *and 52.241-2 become effective and all services are under ten-year 
contracts, CP&L will have to become more concerned about adding new services, 
particularly near the end of the ten-year contract period. 

2. Proposed subsection (b) includes the following language: "It is expressly understood that 
neither the Contractor nor the Government is under any obligation to continue any services 
beyond the term of this contract" This presents the following concerns to CP&L: 

a) This wording is in conflict with section 1(g) of CP&Us Service Regulations, 
which have been approved by the North and South Carolina regulatory 
commissions. Section 1(g) states: "If Customer desires to terminate the 
Agreement, Company will agree to such termination if Company is satisfied 
that Customer no longer has use for the electricity at the premises . , . ." The 
proposed standard contract clause grants the Government broader termination 
rights than are permitted imder North and South Carolina law, and therefore 
it is in violation of § 8093 of Public Law No, 100-202, which provides that the 
Government is not authorized to purchase electricity in a manner inconsistent 
with State law. 

b) As noted above, if ten-year contract terms are required, it may become 
necessary to have different contract terminatiQp provisions for a sendee added 
near the end of the ten-year term than one; added at the beginning of the 
term. 



c) CP&L's planning personnel annually request specific information regarding 
the ten-year load-forecasts for m.ilitar\' bases. The possibility of several large 
military bases being able to terminate service at the same time is likely to 
make CP&L's planning and load forecasting much more difficult, and in the 
long term this could increase CP&L's costs and potentially jeopardize reserve 
margins. • 

RECOMMENDATIONS: 

1. The changes proposed by EEI in Section 41.004-5(d) should be adopted. 

2. Section 52^41-2(a) should be amended as follows (bold type represents language to be 
added): 

For the period (date) to (date), the Contractor agrees to furnish and the 
Government agrees to purchase (specify type) utility services in accordance 
with the applicable tariff(s), rules, and regulations as approved by the 
applicable governing regulatory body and as set forth in the contract. [Note: 
The phrase "For the period (date) to (date)" may be deleted if an indeflnite 
term is desired] 

3. Section 52.241.2(b) should be deleted. 



CAROLINA P0V\T:R & LIGHT COMPANY (CP&L) 
CONCERNS AND RECOMMENDATIONS 



PROPOSED SECTION 52.241-3 
CHANGE IN CLASS OF SERVICE 

CONCERNS; 

Subsection (a) states: "In the event of a change in class of service, such service shall be 
provided at the contractor's lowest available rate schedule applicable to the class of service 
furnished." This provision conflicts with section 1(c) of CP&L's Service Regulations, which 
have been approved by the North and South Carolina regulatory commissions, and therefore 
it is inconsistent with § 8093 of Public Law No. 100-202. Section 1(c) of the Service 
Regulations states that "Company will attempt to assist Customer to a reasonable extent in 
determining which rate schedule and/or rider to select. It is the customer's right and 
responsibility to select the available rate and/or rider." In many cases, customers have the 
opportunity to select between more than one rate schedule within the same class of service 
— for example, time-of-use rates, traditional nontime-differentiated rates, curtailable rates, 
etc. - and the lowest possible rate is dependent upon the manner in which the customer's 
facilities are operated. Since the customer must decide how its facilities will be operated, 
the selection of the rate schedule is a responsibility properly borne by the customer. 



PRIMARY RECOMMENDATION: 

The changes requested by EEI in Sections 41.004-l(b) and 52.241-1 of the proposed 
regulations should be adopted. These changes will ensure that State law takes priority over 
the provisions of the standard Government contract clauses if there is a conflict. 

SECONDARY RECOMMENDATION: 

Section 52.24 l-3(a) should be replaced with the following language, which is taken from 
Article 5(f) of the proposed Areawide Public Utilities Contract for Electric Services, 
Contract No. GS-00P-91-BSD-00_, drafted by GSA and submitted to CP&L in 1991: 

In the event of a permanent change in the class of service furnished to the 
Government at a particular service location, electric services shall thereafter 
be available to the Government at such service location at the lowest 
available rate schedule of the Contractor, which is applicable to the class of 
service furnished, following such permanent^change and which is applicable 
in the area where such services are furnished. 



CAROLINA POWER & LIGHT COMPANY (CP&L) 
CONCERNS AND RECOMMENDATIONS 



PROPOSED SECTION 52.241-4 
CONTRACTOR'S FACILITIES 



CONCERN NO. 1: 

The last sentence of Section 52.241-4(a) provides that "the Contractor shall be responsible 
for all losses or damage" to its facilities serving the Government This language conflicts 
with section 12(d) of CP&Us Service Regulations, which have been approved by the North 
and South Carolina regulatory commissions. This provision of the Service Regulations 
states: "In the event of any loss or damage to such property of Company caused by or 
arising out of carelessness, neglect, or misuse by Customer, his employees or agents, the cost 
of making good such loss or repairing such damage shall be paid by Customer." Under 
§ 8093 of Public Law No- 100-202 the Government is not authorized to purchase electricity 
in a manner inconsistent with state law. The problem of damage to electric facilities is a 
matter of special concern to CP&L, because on several of the military bases CP&L serves, 
troops and military vehicles frequently damage distribution lines in the training areas. 
CP&L normally charges the Government for the necessary repairs, and the Government has 
not heretofore objected to these charges. 

RECOMMENDATION NO. 1: 

The changes requested by EEI in Section 52.24 l-4(a) should be adopted, in order to place 
a more appropriate degree of responsibility for damage to electric facilities on the 
Government, and in order to make this section consistent with North and South Carolina 
law. In addition^ the changes requested by EEI in Sections 41.004-l(b) and 52.241-1 of the 
proposed regulations should be adopted, in order to ensure that State law takes priority over 
the provisions of the standard Government contract clauses if there is a conflict. 



CONCERN NO. 2: 

Section 52.241-4(d) provides that if the contract is revoked or terminated, the Contractor's 
"facilities shall be removed and Government premises restored to their original condition 

by the contractor at its expense This language would create difficulties if CP&L were 

ever asked to remove a distribution or transmission^line on one of the military bases. For 
example, how would one return several miles of 230 kV transmission right of way through 
a pine forest to "their original condition"? 



RECOMMENDATION NO. 2: 

The changes requested by EEI in Section 52.24 l-4(d) should be adopted. 



CAROLINA POWER & LIGHT COMPANY (CP&L) 
CONCERNS AND RECOMMENDATIONS 



PROPOSED SECTION 52.241-5 
SERVICE PROVISIONS 



CONCERNS: 

Subsection (d)(1) provides for an adjustment in the Government's electric billing whenever 
service to the Govenmient is interrupted for more than an hour in any billing period. 
Similarly, subsection (d)(2) provides for a billing adjustment if the Government is unable 
to operate its service location for more than 15 days in a billing period. CP&L does not 
provide biUing adjustments on this basis to its non-Government customers. If such 
adjustments were provided to the Government, this would be discriminatory and therefore 
would violate N,C. Gen, Stat. § 62-140 and S.C. Code Ann. § 58-27-840. It would result in 
the Government's paying less than the true cost of its electric service, while non- 
Govemment customers would pay more than their true cost of service. 

RECOMMENDATION: 

The changes proposed by EEI in Subsection 52.24 l-5(d) should be adopted. 



CAROLINA POWER & LIGHT COMPANY (CP&L) 
CONCERNS AND RECOMMENDATIONS 



PROPOSED SECTION 52.241-6 
CHANGE IN RATES OR TERMS AND CONDITIONS OF SERVICE 
FOR REGULATED SUPPLIERS 



CONCERN NO. 1: 

Sections 52.24 l-6(a) and (d) state that written notice must be provided to the Contracting 
Officers of all proposed changes in rates or terms and conditions of service, and that all such 
changes must be incorporated into the contract by the issuance of a contract modification. 
The current requirement that a contract modification be issued for every change in rates or 
conditions of service is a paperwork nightmare both for contracting officers and for utility 
representatives. The additional new requirement for advance notification would create even 
more paperwork, and it would compel CP&L to make special mailings to the many 
Contracting Officers in its service area. Such special mailings are not required for other 
customers. 



PRIMARY RECOMMENDATION NO. 1: 

The changes proposed by EEI in Section S2.241-6(a) should be adopted, and Section 
52241-6(d) should be deleted in its entirety. 

SECONDARY RECOMMENDATION NO. 1j 

If GSA chooses not to adopt the changes proposed by EEI in Section 52;241-6(a), then that 
subsection should be replaced with the following language, which is taken from Article 5(b) 
of the proposed Areawide Public Utilities Contract for Electric Services, Contract No. 
GS-00P-91-BSD-00_, drafted by GSA and submitted to CP&L in 1991: 

It during the term of this contract, the Contractor applies to any regulatory body for 
a change in rates or in the type of service to be performed under this contract, it 
shall take steps to see that the Contracting Officer and GSA receive at least the 
same notice of such application as is received by all other customers affected by such 
application. 



CONCERN NO. 2: 

Section 52.24 l-6(b) requires the Contractor to represent and warrant "that currently and 
during the life of this contract the applicable published and unpublished rate schedule(s) 
shall not be in excess of the lowest published and unpublished rate schedule(s) available to 
any other customers of the same class under similar conditions of use and service." This 
provision conflicts with section 1(c) of CP&L's Service Regulations, which have been 
approved by the North and South Carolina regulatory commissions, and therefore it is 
inconsistent with § 8093 of Public Law No. 100-202, Section 1(c) of the Service Regulations 
states that "Company will attempt to assist Customer to a reasonable extent in <letermining 
which rate schedule and/or rider to select. It is the customer's right and responsibility to 
select the available rate and/or rider," As previously noted, customers often have the 
opportunity to selert between more than one rate schedule within the same class of service 
- for example, time-of-use rates, traditional nontime-differentiated rates, curtailable rates, 
etc. - and the lowest possible rate is dependent upon the manner in which the customer's 
facilities are operated. Since the customer must decide how its facilities will be operated, 
the selection of the rate schedule is a responsibility properly borne by the customer. 



RECOMMENDATION NO. 2: 

The changes requested by EEI in Section 52.241-6(b) should be adopted, in order to make 
this section consistent with North and South Carolina law and avoid placing an unreasonable 
warranty obligation on the Contractor. In addition, the changes requested by EEI in 
Sections 41.004-l(b) and 52.241-1 of the proposed regulations should be adopted, in order 
to ensure that State law takes priority over the provisions of the standard Government 
contract clauses if there is a conflict 
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July 22, 1991 



TELEPHON-E 
(501)836.7725 

TELECOPIER 



FEDERAL EXPRESS 



General Services Administration 
PAR Secretariat (VRS) 
Room 4041 

18th and P Streets r N.W. 
Washington, D.C. 20405. 



RE: FAR Case 91-13 

Ouachita Electric Cooperative Corporation 



Gentlemen: 

This law firm represents Ouachita Electric Cooperative 
Corporation, which has its principal offices in Camden, Arkansas, 
The Cooperative has asked that we respond to your proposed rule on 
the acquisition of services from utilities; in particular, the 
following provisions: 

52 •241-13 Capital Credits 

(a) The Government is a member of the (cooperative 

name) , and as any other member, is entitled 

to capital credits consistent with the by-laws of the 
cooperative, which states the obligation of the Contractor to 
pay capital credits and which specifies the method and time 
of payment. 

(b) Within 60 days after the close of the Contractor's 
fiscal year, the Contractor shall furnish to the Contracting 
Officer, or the designated representative of the Contracting 
Officer, in writing a list of accrued credits by contract 
number, year, and delivery point* Also, the Contractor shall 
state the amou:nt of capital credits to be paid to the 
Government and the date the payment is to be made. 

(c) Upon termination or expiration of this contract, 
unless the Government directs that unpaid capital credits are 
to be applied to another contract, the Contractor shall make 
payment to the Government for the unpaid credits. 



JUL 2 3 1991 



Page 2 



(d) Payment of capital credits will be made by 
certified check, payable to the Treasurer of the United States 
and forwarded to the Contracting Officer at / 
unless otherwise directed in writing by the Contracting 
Officer. Checks shall cite the current or last contract 
number and indicate whether the check is partial or final 
payment for all capital credits accrued. 



We have the following comments: 

(a) The Cooperative has no problem with proposed paragraph 
(a). It is appropriate. The government should be treated exactly 
the* same as the other members. The problems occur with the 
remaining paragraphs which tend to give the government 
preferential treatment. 

(b) Ouachita Electric furnishes capital credit information 
to all members 6ri an annual basis. These capital credits are not 
considered to be "accrued" from a legal standpoint. To furnish 
specific information within 60 days would be burdensome and an 
unnecessary expense. It would not provide any particularly useful 
information to the government. 

The second sentence creates significant problems. The 
Cooperative does not, on an annual basis, know the exact amount or 
dates when capital credits will be payable. Both REA and CFC 
prohibit full refunds of capital credits unless the Cooperative 
has 40% equity. In addition, refunds are subject to board 
approval, which is based upon sound economic policy for the 
Cooperative and may, therefore, vary from time to time. The 
Cooperative would not be in a position to advise the government, 
nor any other members, of the exact amount and date. 

(c) This paragraph is unfair and unreasonable. It tends to 
provide benefits to the government that other members do not have. 
Capital credits should be paid to the government at the same time 
other members are paid, and based upon the considerations 
discussed in paragraph (b) above. 

(d) The requirement of a certified check in routine cases is 
unreasonable and will also give the government preference over all 
other members. Capital credit checks describe the basis for 
payment. We again point out that capital credits are not accrued 
on an annual basis in the legal sense. 
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The Cooperatives have no problem in treating the government 
as any other member, but preferential treatment is not only unfair 
to the Cooperative and other members but could require a violation 
of agreements with REA and CFC. 

We hope that the section identified above is not adiop-ted. 

Sincere ly, 

ROBERTS, HARRELL 6 LIKDSEY, P.A. 




SWH/jm 

cc: Mr. Boyce Drake 

Ouachita Electric Cooperative Corporation 
P. d. Box 877 
Camden r AR 71701 




July 22, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N«W«, Room 4041 
Washington, D.C. 20405 

RE: FAR Case 91-13 

This letter is in response to the proposed rule changes on 
the acquisition of services from utilities (56 Federal Register 
23982). 

Delta-Montrose Electric Association (DMEA) opposes the 
addition of language as proposed in Section 41.007 (j) /52.241-13 
Capital Credits, items b and c. 

The proposed lan^age in item (b) forces the contractor to 
allocate capital credits within 60 days after the close of the 
contractors* fiscal year. This requirement would force DMEA to 
make internal accounting changes that would comply with only one 
customer, the Federal Government. Also the proposal requires the 
Contractor to state when capital credits will be paid. But as a 
rural electric cooperative, the exact time that capital credits 
will be retired is difficult to project. Capital credits are 
retained by the cooperative until the financial condition pezrmits 
the return of allocated capital credits. This requirement could 
force Bylaw changes of most of the cooperatives acroiss the 
nation. 

Item (c) states that upon termination of the contract, that 
capital credits may be required to be paid. This, requirement is 
excessive and as explained above, counter to the wide spread 
organizational characteristics of rural electric cooperatives in 
general. This requirement would treat the Federal Government 
with discrimination in relation to our other member customers. 

We do not believe that the intent and cost associated with 
these changes are to the best economical interest of our 
cooperative nor are the changes to the best interests of the 
citizens of our nation by discriminating ageing them. 




M.R. Torres 
Genetral Manager 



MRT/vea 

cc: Ryan Whitfield, President DMEA 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW 
Washington, DC 20405 



RE: CQffinentS of the Georgia Electric Membership Corporation 
fGEMC) on Proposed Federal Acmiisitiion Regulation; 
ACOmsition of utility services. 56 F ederal Register 
23982 ri991K ^FAR Case 9-13^ 
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On behalf of Georgia's 42 electric membership 
cooperatives, Georgia EMC, the statewide service 
organization, appreciates the opporttanity to comment on the 
proposed rule regarding the return of capital credits to 
the United States Government. Georgia EMC supports the 
position. of the General Services Administration (GSA) 
expressed in subsection (a) which states that federal 
facilities are "...entitled to capital credits consistent 
with the bylaws of the cooperative". Governmental agencies 
should have the same standing that other members of the 
cooperative have regarding the return of capital credits, 
and the return of these credits should be consistent with 
the cooperative's bylaws. 

However, GSA's position is contradicted by the specific 
requirement in subsection (b) that a list of accrued 
credits shall be furnished to the Government Contractor 
within 60 days after the close of the Contractor's fiscal 
year along with a date for payment. The bylaws of the 
cooperative often provide for the retention of these 
credits for a variety of purposes including, for example, 
the maintenance of sufficient capital and capital ratios. 

A mandatory payisent to Government Contractors, as set 
forth by subsection (c), would result in an erosion of the 
capital and capital ratios that REA requires in its 
mortgage instrument. Other supplementary lenders rely upon 
this capitalization requirement in their loan underwriting 
considerations for cooperatives. 
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This erosion of capital ratios is additionally counter 
productive to any effort to move EMCs into the private 
financial markets. 

These proposed regulations may also call into question 
the tax-exempt status of utility cooperatives. In order to 
qualify (and remain qualified) as a 501 (c) (12) 
organization, a utility cooperative must operate on a 
cooperative basis. The definition of cooperative operation 
is found in case law and administrative rulings. In 
essence, cooperative operation requires that the utility 
.account, on a patronage basis, to all of its patrons for 
amounts received from furnishing utilities in excess of the 
amounts required for operating costs and expenses 
(including future business needs). This accounting is 
generally achieved by the annual allocation of "credits" to 
a capital account for each patron of utility cooperative by 
the patrons for capital needs (thereby, the term "capital 
credits"). See Puaet So und PI wood . 44TC 305; Rev. Rul. 
78-238, 1978-1 CB, 161: Peninsula Light 77-lUSTC 9401? and 
Rev. Rul. 72-36, 1972-1 CB, 151. 

Cooperative principles allow the retention of capital 
credits for such purposes as retiring debt, expanding 
services or maintaining necessary reserves. Rev. Rul. 72- 
36, question 2. 

Capital credits must be allocated to patrons in an 
equitable manner, generally on the basis of their 
patronage. See Pomerov Cooperative Grain Co.. 31TC 674; 
Laffigsa COOPgratiVg <3in/ 78TC 894; Kingfisher Cooperative 
Elevator Association. 84TC 600. It is noteworthy in LasfiSA 
that equitable allocations of capital credits are intended 
"to prevent inequitable treatment to some patrons at the 
expense of others...** It is a reasonable assiimption that 
this logic wotild apply to capital credit retirements. 

Capital credit retirements are typically determined by 
the cooperative's Board of Directors within the guidelines 
of the bylaws and with consideration of the cooperative's 
financial status. Historically, most utility cooperatives 
have returned capital credits on a first-in, first-out 
(FIFO) basis, as recommended by rea (see REA Bui. 102- 
1:402-3 Appendix A) and often required by their bylaws. 
This system retxims older capital to patrons as newer 
capital is supplied by new patrons. 

Generally cooperative's bylaws provide for "out-of- 
sequence" retirements in cases where the member has ceased 
to exist (specifically, estates, bankrupt corporations and 
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dissolved entities). Howeyer, no member orclass of 
members continuing in existence is given preferential 
rights to capital credit retirements. 

The GSA position seeks to modify this historical 
treatment and place itself ahead of all other members in 
the retirement order by legislative change. This out-of- 
turn payment is unfair to the other cooperative members who 
do not receive their capital credit until one of the above 
described conditions occurs* This potential inequitable 
treatment mav be inconsistent with the requirements of the 
Internal Revenue Service for cooperative status: therefore, 
the implementation of these proposed regulations may result 

in the rgyogation 9f the t-ax-exenpt status Qi cgaplying 

cooperatives . The loss of this status would be devastating 
to the cooperative system. 

Additionally, as previously mentioned, the FIFO system 
of accounting is mandated by the bylaws of many electric 
cooperatives • These proposed regulations could violate the 
FIFO requirement. If so, these rules might impair a vested 
contractual obligation and violate the constitutional 
prohibition against laws impairing vested contractual 
riights in private contracts. 

Another concern involves the difficulty of complying 
with the requirement of subsection (b) that demands that a 
specific date of payment of capital credits be stated 
within 60 days after the close of the Contractor's fiscal 
year. Many cooperatives do not have a regular payment 
cycle. This problem could be handled if the rules made 
clear that this requirement applies only if the cooperative 
has some regular cycle that it tries to follow and that 
circumstances could change that. For example: "Cooperative 
anticipates that payment will be made on or about December 
1, 2011." 

As demonstrated by the above concerns, Georgia EMC and 
its member systems have significant problems with the 
proposed regulations as currently written. GEMC has 
attempted to thoroughly explain these concerns in the above 
comments. In cooperation with our national organization, 
the National Rtiral Electric Cooperatives Association 
(NRECA), our statewide association is willing to further 
explain any of bur concerns. ^ 
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Thank you for your consideration of our comments. 
Respectfully submitted, 

J^re T. Thome ■-•>'^^^ 
/6^irector of Governmental Affairs 



/Mirytfeth R. AtJcins 
Reg;iQ:latory Counsel 






The Central Georgia 

Electric Membership Corporation 
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July 22, 1991 



General Services Adninistration 
FAR Secretariat (VRS) 
18th and F. Streets, NW 
Room 4041 

Washington, DC 20405 

RE: Acquisition of Utility Services, 56 Fed. Reg. 23982 (1991) 
FAR Case 91*13 

Gentlemen: 

I respectfully submit the following comments concerning the 
Proposed Regulations Regarding Capital Credits (Part 52.241-13) and 
Connection Charges (Part 52.241-8) • 

capital credits 

The proposed regulations may set a precedent that could 
jeopardize the basic means of capitalizing a 
cooperative. The capital credit in reality could become 
a liability rather than equity. 

Furnishing a list of accrued capital credits within 60 
days after the close of the cooperative fiscal year is 
not acceptable. With subsidiary (G&T) capital 
credits and other unknowns to consider, this may be 
impossible to determine. 

Mandatory payment may erode capital and capital ratios 
which REA requires in its mortgage instrument and other 
lenders rely upon in their loan underwriting 
considerations for cooperatives. 

By virtue of the erosion of capital ratios and the shift 
of cooperatives to more omnibus financial markets , 
cooperative consumers may hiive to pay higher rates to 
fund higher interest costs. 

The proposed regulations may change the cooperative tax 
exempt status because it could be inconsistent with the 
requirements of the IRS for cooperative status. 
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Connection Charge 



under the proposed regulations, the cost of providing 
connection facilities for the government could be shifted 
from the government to the other members. 

The proposed regulations seem to be referring to a non- 
exempt, subchapter T cooperative. The non-exempt 
cooperative is subject to possible accelerated payment 
rules under the tax law. Their earned equity or excess 
margins are, as a rule, referred to as patronage 
dividends The term **capital credits'* is commonly used 
in referring to excess margins only by 501(c) (12) tax- 
exempt organizations such as the EMCs. 



Thank you for your consideration of these stated comments. 
Sincerely yours. 



George L. Weaver 
President 
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Canoochee 

Electric Membership Corporation 

p. 0. Box 497 / Reidsville: Georgia 30453 / Phone (912) 557-4391 

July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F. Street, N. W. Room 4041 
Washington, D. C. 20405 

Re: FAR Case 91-13 

Gentlemen: 

We have received the proposed rule referenced in the above FAR case as 
published in the Federal Register (56 Federal Register 23982) and feel 
the requirements imposed under Section 52.241-13 Capital Credits would 
not be in the best Interest of the members of Canoochee EMC and incon- 
sistant with provisions of Cooperative's By*-Lavs. 

Likewise, the regulation appears to be placing reporting requirements even 
greater than the Internal Revenue Service requirements for exemption under 
Section 501 (c) 12- 

We ask that the GSA purposed addition of language to contracts between 
Federal facilities and cooperative utilities be revised or stricken. 

Sincerely, 

Donald F. Kennedy / 
General Manager 



DFK/mdk 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

Washington, D.C. 20405 




RE: FAR Case 91-13 



Dear Sir or Madam: 



In accordance with the notice issued in the Federal Register 
on May 24, 1991, I am enclosing comments with respect to the 
proposed rewrite of the FAR coverage dealing with utility services. 
These comments are being filed by Southern Company Services, Inc., 
on behalf of Alabama Power Company, Georgia Power Company, Gulf 
Power Company, Mississippi Power Company and Savannah Electric & 
Power Company ("Southern Companies") . For your convenience, five 
(5) copies of the comments have been provided. 

If you have any questions, or if there is anything further we 
need to do, please contact me. 

Very truly yours, 



DHM/cld 
Enclosure 



irary / 



Dan H. McCrazy 
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REQUEST FOR WRITTEN COMMENTS FAR CASE 91-13 

ON PROPOSED FEDERAL ACQUISITION 
REGULATION REGARDING ACQUISITION 
OF UTILITY SERVICES 



ALABAMA POWER COMPANY 
GEORGIA POWER COMPANY 
GULF POWER COMPANY 
MISSISSIPPI POWER COMPANY 
SAVANNAH ELECTRIC AND POWER COMPANY 
SOUTHERN COMPANY SERVICES, INC. 
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REQUEST FOR WRITTEN COMMENTS 
ON PROPOSED FEDERAL ACQUISITION 
REGULATION REGARDING ACQUISITION 
OF UTILITY SERVICES 

COMMENTS OF SOUTHERN COMPANIES 

These comments are filed by Southern Company Services, Inc-, 
on behalf of Alabama Power Company, Georgia Power Company, Gulf 
Power Company, Mississippi Power Company and Savannah Electric and 
Power Company (collectively referred to as "Southern Companies") , 
in response to the request by the Department of Defense, the 
General Services Administration and the National Aeronautics and 
Space Administration for comments on the proposed rewrite of the 
existing Federal Acquisition Regulation ("FAR") pertaining to the 
acquisition of utility services* FAR Case 91-13/ 56 Fed. Reg, 
23982. 

Intyoc^Uct;i,on 

Southern Companies appreciate the opportunity to comment on 
the proposed regulation, and support the revision of the FAR to 
require the procurement of electric utility service to federal 
installations to be consistent with state regulation governing the 
distribution of such seirvice. The revised FAR will help lower the 
overall cost of electric utility service, and thus will benefit not 
only federal installations but also aLl consumers of electricity. 
Southern Companies believe, however, that the wording of the 
proposed regulation should be revised to negate a - possible 
ambiguity that could frustrate the underlying intent of Congress. 



FAR CASE 91-13 



The ambiguity arises out of the use of the term "franchise service 
territory"; which could improperly be read to refer only, to 
"territorial" forms of state regulation. Since the intent is to 
respect all forms of state regulation governing the availability of 
electric service, it should be eliminated from the FAR. 



Ambiguity in the Proposed Regulation 

The focal point of Southern Companies* concern is the language 
of subsection 41«004-l(e) of the proposed regulations, which 
provides: 

(e) Prior to acquiring electric utility services on a 
competitive basis in an area gover ned bv a franchise 
service territorv . the contracting officer shall 
determine, with the advice of legal counsel, by a market 
survey or' any other appropriate means, that such 
competition would not be inconsistent with state law 
governing the provision of electric utility service, 
including state utility commission rulings. and electric 
utility franchises or service territories established 
pursuant to state statute, state regulation, or state- 
approved territorial agreements. Proposals from 
alternative electric suppliers must provide a 
representation that service can be provided in a manner 
not inconsistent with section 8093 of Public Law 100-202 
[see 41.004-l(d) ] . The representation must be supported 
with appropriate legal and factual rationale. 



(emphasis supplied)* The limiting phrase "in an area governed by 
a franchise service territory** is disconcerting because its 
inclusion might severely limit the applicability of this 
subsection, and thus make it inconsistent with the remainder of the 
regulation. More specifically, the entire stibsection could be 
construed to apply only in those states or areas of a state that 
are governed by a "franchise service territory." The extensive 
language that follows clearly recognizes, however, that the states 



have chosen a variety of mechanisms to regulate the provision of 
electric utility service, all of which are designed to avoid the 
uneconomic duplication of electric facilities. In those states 
which do not have "franchise service territories," but which do 
have pervasive state regulation that determines the appropriate 
supplier to serve each customer^ competition would nonetheless "be 
inconsistent with state law governing the provision of electric 
utility service*" In short, a contracting officer, prior to 
acquiring electric utility services on a competitive basis, should 
determine whether such competition would be Inconsistent with anv 
state law governing the provision of electric utility service, 
regardless of the mechanism chosen to implement a non-duplication 
policy • To do otherwise elevates form over substance, inviting 
arbitrary and inconsistent results. 

Congress' Intent to Respect State Law 

Southern Companies submit that Congress did not intend to 
require compliance with only some (but not all) forms of state law 
governing the provision of electric service. Indeed, Section 8093 
plainly prohibits "any Department, agency or instrumentality of the 
United States" from "purchas [ ingi] electricity in a manner 
inconsistent with State law governing the provision of electric 
utility service . • • ." The House Report submitted in support of 
Section 8093 describes the effect as directing "the federal 
government, when procuring retail electric utility service, to 
abide by these service arrangements just like any other customer of 
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an electric utility." H-R. Rep. No, 410, 100th Cong., 1st Sess. 
277 (1987). 

The Congressional record is also clear as to the policy 
reasons underlying the above-described intent. As observed in the 
House Report: 

The Federal Power Act specifically [left] retail rate and 
service regulation to the jurisdiction of the states 
• • • • Proposals by federal executive agencies to 
purchase power competitively, without regard to the 
separation of state and federal regulatory authority or 
to the means by which states have divided responsibility 
of serving customers, is contrary to the regulatory . 
framework Congress, and, derivatively, the States, have 
so carefully designed. 

Id. Congress specifically intended federal facilities to be 

subject to state utility regulation in this regard in order to 

"protect utility customers from the burden of increased rates that 

inevitably would result if Federal facilities abandon local utility 

systems." S. Rep. No. 406, 99th Cong., 2d Sess. 68 (1986). Such 

protection is appropriate because: 

[U]tilities across the nation have invested billions of 
dollars to provide generating and transmission capacity, 
in part in reliance upon the projected needs of the 
Federal Government. . . . 

If the Federal Government switches suppliers, the 
fixed costs of capacity built to serve federal facilities 
would almost immediately be shifted to the remaining 
customers of the utility. 

H.R. Rep. No. 723, 99th Cong., 2d Sess. 79-80 (1986). 



Proposed Reoulatorv Changes to Section 41,QQ4-ire^ 

In order to eliminate the possible ambiguity in the proposed 
FAR, Southern Companies suggest deleting the reference to "an area 
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governed by a franchise service territory." The proposed 




regulation would then read as follows: 



(e) Prior to acquiring electric utility services on a 
competitive basis ^ in an area goveL ' ned by a — franchise 

servi ce territory , the contracting officer shall 

determine, with the advice of legal counsel, by a market 
survey or any other appropriate means ^ that such 
competition would not be inconsistent with state law 
governing the provision of electric utility service, 
including state utility commission rulings and electric 
utility franchises or service territories established 
pursuant to state statute, state regulation, or state- 
approved territorial ag[reements. Proposals from 
alternative electric suppliers must provide a 
representation that service can be provided in a manner 
not inconsistent with section 8093 of Public Law 100-202 
[see 41« 004-1 (d) ] . The representation must be supported 
with appropriate legal and factual- rationale. 

With this change, the regulation would be a clear, straightforward 

and undeniable directive that a contracting officer seeking to 

acquire electric utility services on a competitive basis must do so 




in a manner consistent with state law governing the provision of 



such services (regardless of the form that state law has taken). 
In this way, Congressional intent will be properly implemented. 
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If you have any questions regarding these comments, 
contact the undersigned. 

Very truly yours, 



BY: 




BALCH fi BINGHAM 

Dan H. McCrary 

John M. Wood 

Post Office Box 306 

Birmingham, Alabama 35201 

(205) 251-8100 

Attorneys for Southern Company 
Services, Inc. 



July 22, 1991 



T I O Veil 
Vice President 
Reguiaiion 



Post Office Box 26666 
One James Rii-er Plaza 
Richmond X'irstrtui J>J 



July 22, 1991 
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Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat (VRS) 

Room 4041 

18th and F Streets, NW 
Washington, DC 20405 

Dear Ms. Fayson: 

SUBJECT: FAR Case 91-13 

On May 24, 1991, notice was given in the Federal Register 
(Volume 56, Number 101, Page 23982) of proposed changes to 
certain federal acquisition rules. 

In our study of the proposed rules change, we have reviewed the 
comments prepared by the Edison Electric Institute (EEI) . Our 
primary concerns are addressed in the EE! response and we concur 
with their findings and conclusions. 

We recommend the Civilian Agency Acquisition Council and the 
Defense Acquisition Regulatory Council adopt the recommendations 
of EEI. 



Sincerely, 




p. O'Neil 
/e-President 
Regulation 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

Washington, DC 20405 



The following comments are being submitted with respect to the 
proposed rule carried in 56 Federal Register 23982, and in par- 
ticular proposed Section 41.007(j), which would be supplemented 
with proposed "52 •241* 13 Capital Credits." The comments are 
specifically submitted on behalf of Oconee Electric Membership 
Corporation of Dudley, Georgia, and Black River Electric Coopera- 
tive, Inc. of Sumter, South Carolina. Additionally, the under- 
signed serve as general or special counsel to some 60 electric 
cooperatives and their affiliated organizations in some 15 states 
throughout the nation, including Alaska, and have from time to 
time represented literally hundreds of the some 1,000 such coop- 
erative organizations in the United States. The comments thus 
bespeak not only concern for, but substantial legal experience 
with, capital credits as such and their preservation and imple- 
mentation in ways that are legal and at the same time consonant 
with appropriate accounting principles and practical operation of 
the cooperatives. 

Proposed subparagraph (a) assumes (mistakenly) that the capital 
credit bylaw "states the obligation of the Contractor to pay 
capital credits and ... specifies the method and time of pay- 
ment." The obligation never exists unless the cooperative's 
board of directors so resolves after finding that to retire the 
credits will not impair the cooperative's financial condition, 
which, for many cooperatives right now, would definitely be the 
case. No capital credit bylaw in the nation "specifies the 
method and time of payment*" Most such bylaws call for retire- 
ments — if they are in fact authorized by the board — to be made on 
a first-in, first-out basis, that is, credits for 1975 would be 
retired before those for 1976, and so forth. It should be noted, 
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however that while the first-in, first-out method may be speci- 
fied the Government's proposal for earlier payment would be in 
violation of that bylaw provision and would thus impair the 
vested contracted rights of other nenbers and former members of 
the cooperative in that such premature payments to the government 
would lessen the ability of the cooperative to retire oTher 
members' capital credits and/or defer to a later time than would 
?o??^"ni-«^ ^« ability of the cooperative to make such 

retirements. In addition to laying the basis for class or deriv- 
Jwr^ofiK^^i "straint and/or damages against the coopera- 
tive for thusly favoring any consumer, government or otherSise, 
the cooperatxve could well lose its exemption from federal incom4 
taxes under the wording of and rulings issued by, iRS in connect 
tion with, section 501(c) (12) of the Internal Revenue ciSe? 

Proposed subparagraph (b) would, similarly, be in violation of 
the standard wording of capital credit bylaws. While such bylaws 
prdinarily call for notice of capital credits furnished thJ 
preceding year to.be given to members during the succeeding year 
noT^^'^r**^''^ are seldom if ever rendered according to "^llivery 
?S ?Jf%«^r ordinarily calculated that wly. As stllll 

in the foregoing paragraph, the bylaw does not contemplate a time 

^Jv^wfif^i'^fP"-'^^^ ^"^i'^^ ""^y retired; thus, the colpe^a^ 
tive will not be m a position to inform, and is legally preclud- 

"pail.°? ^ ^is capital credits ^wUl be 

llttL>^J!'^J^°^f'\^^''^^^''^'^''^f^ government would, upon 

conclusion of its service from the cooperative, be entitled ?o 
receive all of its accumulated capital J^reditsbV cash refund or 
by application to another account with the cooperative if anv 
IttiJ^ absolutely in conflict with the bylaw as IriSe; , Inlerl 
prstsd and implemented for over 40 years. (The bylaw was drartL 
by lawyers for the United States Rural Electrification AdS^iJ^ 
trat ion, cleared with IRS, and has been accordingly ad?p?ed 
implemented and honored by the cooperatives ever since l Not 
only would such payment be violative of the bylaws' provlUoSs^ 
It would favor the government, giving it an un/easonably dllwiS- 
inatory preference and lay the foundation, again/ for cl^s- 
derivative-type actions by other members and fonaer members lo 
restrain such payments to the government or to exact damages froS 
the cooperatives, or both; and would, as previously stated 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets N.W. 
Room 4041 

Washington, D.C, 20405 

RE: Comments re FAR Case 91-13 



Gentlemen: 

Enclosed is an original and five copies of comments relative to 
proposed Federal Acquisition Regulations covering utility service. 

Montanan-Dakota Utilities Co* appreciates the opportunity to 
comment on these proposals. 



Sincerely, 



C. Wayne ^ox 
Vice President - 
Regulatory Affairs 
& General Services 




cc/enc« D. R. Ball 

D. H« Schulz 



JUL 231991 



BEFORE THE GENERAL SERVICES ADMINISTRATION 



Federal Acquisition Regulation; ) FAR Case , 91-13 

Acquisition of Utility Services ) 



COMMENTS OF MONTANA- DAKOTA UTILITIES CO. 
Montana-Dakota Utilities Co., a Division of MDU Resources 
Group ^ Inc., (Montana-Dakota) herewith submits its comments in 
response to the proposed .rule rewrite of the Federal Acquisition 
Regulations (FAR) dealing with utility services as published in 56 
Fed. Reg. 23982 (May 24, 1991).. 

I. 

Names, titles and mailing addresses of the persons who should 

be contacted concerning these comments are: 

jC. Wayne Fox, Vice President - 

Regulatory Affairs & General Services 
Montana-Dakota Utilities Co. 
400 North Fourth Street 
Bismarck, North DeOcota 58501 
(701) 222-7900 

and 

Douglas W. Schulz, Senior Attorney 
Montana-Dakota Utilities Co. 
400 North Fourth Street 
Bismarck, North Dakota 58501 
(701) 222-7900 

II. 

Montana-Dakota is a Division of MDU Resources Group, Inc., a 
Delaware Corporation, with its principal place of business located 
at 400 North Fourth Street, Bismarck, North Dakota 58501. Montana- 
Dakota conducts business in the states of North Dakota, South 

■» • 

Dakota, Montana and Wyoming. Montana-Dakota is a public utility 
engaged in the production, transmission, distribution, and sale of 
electricity and the distribution and sale of natural gas. 
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III. 

Montana-Dakota, in its review of the proposed regulations, 
offers the following comments. Any department, agency or 
instrumentality of the United States is required to purchase 
electric utility services in a manner consistent with state law, 
state commission rules and regulations governing the furnishing of 
such services, just like any other customer of an electric utility. 
Pub. L. No. 99-500, S 620 (1986); Pub. L. No. 100-202, § 8093 
(1987). If the United States Government were allowed to 
indiscriminately abandon local utility systems constructed to serve 
their needs as well as that of its other customers, it would place 
an unfair economic burden on the remaining customers. Congress 
clearly did not intend for this to happen. Id. See also Executive 
Order No. 12612, 52 Fed. Reg. 41685 (October 30, 1987). 

While the proposed regulations recognize the government's 
statutory obligations for the purchase of electric services with a 
reference to Pub. L. No. 100-202, S 8093, the proposed regulations 
contain a number of ambiguities, and in fact, at times seem to fly 
directly in the face of the intent and spirit of the applicable 
legislation and its history dealing with the Government's 
procurement of such services. For instance, proposed Section 
52.241-1 regarding conflicts specifies that the terms of the 
contract control over ' any utility rate schedule, rule or 
regulation. This is inconsistent with the general intent expressed 
throughout the proposed rules to adhere to state laws, rules and 
regulatory authority. There are a considerable number of other 
areas that are of concern to Montana-Dakota Utilities Co. As such. 



Montana-Dakota strongly endorses the specific comments of the 
American Gas Association and the Edison Electric Institute in this 
area, 

IV. 

Montana^Dakota appreciates the opportunity of commenting on 

the proposed federal acquisition regulations. 

Respectfully submitted, 

MONTANA-DAKOTA UTILITIES CO., 
a Division of MDU Resource^ Group, Inc. 

By; ' / KA^^i-^^ ^ 

rT Wavne Fov^ Vice 




C. Wayne Fox^ Vice President - 
Regulatory Affairs & General Services 



Date: July . 1991. 



3 




General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets NW Room 4041 
Washington, DC 20405 

RE: FAR-CASE 91-13 

Dear Sirs: 

I question the proposed wording of 52.241-13 Capital Credits in 
your proposed rule on the acquisition of service, from utilities 
(FAR-CASE 91-13) . 

Most REA Electric Cooperatives are not-for-profit entities and 
have limited sources for capital needed for infrastructure. One 
source of capital is borrowing funds from REA. In order to be 
eligible for these loans, the cooperative must sign a mortgage 
agreement which requires the cooperative to reach and maintain 
certain marks of financial stability. By requiring cooperatives 
to give a specific date that the Capital is to be returned, you 
are asking them for something that is, in most cases, beyond 
their control. 

The second source of capital a cooperative has is borrowing from 
its members. Paragraph C is calling for the return of this 
capital upon the termination or expiration of the contract. The 
return o£ tlMse funds could (1) cause the cooperative to default 
its mortgage with REA or other lenders (PFB or CFC) , (2) have one 
customer (government agency) become a privilege class of customer 
which may cause the cooperative to run into problems . with IRS on 
Its not-for-profit status (3) cause eevere cash flow problems 
and economic impact if the capital that the government wanted 
returned had to be borrowed from the other sources and/or the 

rates Increased to cover^^^the debt,, or, disqualify a. 

cooperative fxoii'iM^ddi]^ or other.: 

laadera refuaa^ft^b^ '^i^ raaaining - 

^ laad^arr dirkataf 9as:ar#}1^^ bylxwr thae vould allow 

for the return^ pC:-.. capitaSj!^aa required; • ia- Paragxaph^ C • - 
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General Services Administration 
FAR secretariat (VRS) 
18th and F Streets 
NW Room 4041 
Washington, DC 20405 

RE: FAR Case 91-13 

We have only recently received a copy of Reference Case 91-13. 

we especially find 52.244-13 Capital Credits language a difficult 
problem. It will have a profound affect on our accounting 
system. As an electric cooperative we have by-laws controlling 
the assigning and distribution of capital credits. All members 
are treated equally and referenced case would treat government 
contracts different. 

Additional comment time would allow for further review. 
Sincerely, 

Mary McFarland 

Manager, Finance & office Services 
MM/hw 



JUL 2^ 1991 



CoBavk 

July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18ih and F Streets, NW 
Washington, DC 20405 

Dear Sirs: 

Snhject! Comments of the Narional Rural Electric Cooperative Assnciarinn on Prnpnlsed 
Fpripral Argnisirinn Rftgiilarionr Acquisition of TTrility Servige5S. ^6 Fed. Rag l^QS:? HQQn 
rFAR ra<sf> Oun^ r^Propo^ed Regulations''^ 

CoBank is the largest banlc in the Farm Credit System, It is chanered by the Farm Credit 
Administration, a federal agency. CoBank is privately owned by its borrowers-members and 
is organized and operated on a cooperative basis. Among those borrower-members are rural 
utilities. CoBank has loans and commitments of approximately $2.5 billion to its over 300 
rural utility customers. 

As cooperadves, these utilities are organized and operated on a basis whereby members 
provide all capital. Capital is generated over time by retention of earnings and the issuance 
of capital credits. Pursuant to cooperative bylaws and cooperative principals these capital 
credits are retired in order of issuance when the board of directors determines that the capital 
strength of the cooperative permits. All memben are treated on a non-discriminatory basis. 

Because many rural utilities require significant leverage, their capital positions and 
retirement practices are subject to both cooperative principles and loan covenants. In 
gen^, the loan covenants will restrict capital credit retirements if such retirements would 
cause the utility to violate specified debt/equity ratios. 

The proposed regulations, if adopted, could cause substantial weakening of the financial 
integrity of these utilities. If the federal government requires a pay-out of capital credits 
immediately upon termination of the customer relationship, the bylaws of die utility would 
also require die same treatment for all customers. Failure to treat aU customers alike would 
result in a clear violation of the cooperative principles which govern these organizations. 
However, such a policy would remove from the board of directors control over the capital 
position of the utility. This would be a clear formula for financial ^saster. As a major 
lender to this industry, CoBank would be quite concerned about lending to a utility that 
could not effectively manage its capital retirement policies. Loan agreements of any lender 
will carry debt/equity ratio covenants, and a significant retirement of capital credits could 
cause a loan default The inability to maintain a stable capital base, which could result from 
the proposed regulation, will tend to restrict the credft available to rural utility cooperatives. 



LGt5/PA/137 

JUL 2 3 199! 



General Services Administration 
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CoBank urges that the GS A reconsider this proposed regulation. It is clear that the federal 
government should not receive any less favorable treatment from cooperative rural utilities 
than other customers. On the other hand, the government will cause substantial damage to 
this indusny if it demands more favorable treatment. We would hope that the GSA proposal 
will be modified to state that the government will have capital credits retired on a basis no 
less favorable than other customers. 

If we can provide any further information, please call me at (303) 740-4038. 
truly yours, 

P''^ — — ^ 




c: 



Cassidy 
Sullivan 
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Seoopar Area »*>cn 
715.635*3635 



Barron Area Pftone 

715/537.3171 
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General Services Administration 
PAR Secretariat (VRS) 
18th and F Streets; N.W., Roon 4041 
Washington, O.C. 2040S 

Re: FAR Case 91-13 

Dear Sirs: 

In reference to. the subject, regulation for the acquisition of utility 
service, this letter will reference section 52.241-13 Capital Credits: 

(a) Barron Slectric Cooperative objects to the proposed language as 
it is repetitious and redundant of cooperative bylaws. There is 
no need to repeat what is already represented by a unilateral 
contract for service protected by the bylaws/ and established as 
a condition of service by the policies of the Cooperative. 

(b) Normally, 60 days does not allow adequate time . after the close 
of the fiscal year to allocate margins and patronage. In order 
to properly close the year, allocations must of necessity be reviewed 
and presented to the board as part of approval of the annual audit 
to assure proper accounting. Allocations are normally made withir 
five months of the close of the fiscal year when all audited 
statements would be complete. The rest of paragraph (b) is 
needlessly repetitive as these assurances are already protectee 
under existing bylaw provisions and conditions of service established 
by cooperative policy. 

(c) No member, including the Federal Government, is entitled to full 
payment of unpaid credits upon termination of service, unlest 
specifically provided for by the bylaws. In this particular 
instance , state statutes govern the form of the bylaws in orde: 
to qualify for cooperative status. 

(d) Barron Electric Cooperative objects to the need for paying th( 
Federal Government by certified check. This is needlessly expensive 
and borders on harassment. 

The bylaws of Barron Slectric Cooperative establish a contract for service 
between the member (the Government in this ease) and Barron Electric 
Cooperative. Conditions of service are established by Barron Electric 
Cooperative policy and are generally accepted as the means of providing 
service for all members. These conform to Chapter 185 Wisconsin Statt 
Statues on cooperative operation and non-profit status. To discriminat- 
for service based on no ether reason than one member happens to be th 
Federal Government could jeopardize the integrity of existing bylaw 
and Barron Electric 's cooperative status. 
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Should you have any question in this regard, please feel free to ccntac 
me. I would appreciate your forwarding any information as a result c 
the hearing on the proposed rules for .the aoquisitidn of services fro 
utilities (56 Federal Register 239821 • 



Sincerely yoursi 




Kenneth k. Petersen 



KAPsljS 

C Bob Bergland 
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FEDERAL EXPRESS 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets; N.W. 
Room 4041 

Washington, D. C* 20405 

In re: FAR Case 91-13 

Norris Electric Cooperative , Newton, Illinois 

Gentlemen: 

Please be advised that we represent Norris Electric 
Cooperative, Newton, Illinois. We have reviewed the proposed 
rule on the acquisition of services from utilities (56 Federal 
Register 23982 ) . Paragraphs (b) and (c) of the rule are in 
conflict with the By-Laws and policy of Norris Electric 
Cooperative and would cause undue hardship upon the Cooperative. 
Norris Electric pays the Federal Government with its capital 
credits in the same manner as it does for all other members of 
the Cooperative. The policy of Norris is to pay capital credits 
on a first in-first out basis and it does not pay any advanced 
capital credits as would be required by Paragraph (c) of the 
proposed rules. In addition, the Cooperative does credit each 
account on an annual basis, but it does not provide each member 
with a list of accrued credits within 60 days after the close of 
the fiscal year. These records would be available and could be 
furnished to the Government in due course. 

By reason of the above, we respectfully request that the 
rule set forth in 52.241-13 Capital Credits, not be approved or 
be amended by deleting Paragraphs (b) and (c) . 
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We would strongly urge that the proposed rule be reviewed 
with the National Rural Electric Cooperative Association and meet 
with its approval prior to passage. 



JLB/pkh 

cc: Mr. Ernest Weber, Manager / 
Norris Electric Cooperativfe 
Route 130 South 
Newton, Illinois 62448 



Very truly yours , 
^R^SENDEN, COBLE & MILONE 
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C«n«ral Sttrvieas Administration 
FAR Secretariat (VRS) 
18th and F Streets 
N.W. , Roon 4041 
Washington f OC 20409 



Ret Cenmients on PAR Case 9 1*1 3 



Dear sirs: 




The proposed rule to changes contained in federal contracts between 
Federal facilities and cooperative utilities would have a 
disproportionate impact upon the operations of DEMCO. Although wo 
have only one part time Federal contract, it would require us to 
substantially alter our current accounting system, at unknown 
costs, as well as amend the cooperative's bylaws to permit special 
treatment for that contractor. r 

DEMCO is funded by the Rural Electrification Administration and as 
suoh must abide by the mortgage agreement with that Federal entity. 
One of the provisions of the mortgage is that a cooperative may not 
pay capital credits, without special permission of REA, if the 
cooperatives equity is below 40% of total assets. DEMCO 's equity 
is currently approximately 14%. Furthermore, DEMCO has not paiS 
capital credits to its members in the past and does not foresee a 
time that it can. 

DEMCO has Just finished a workout agreement with the REA that has 

to that agency due to the weak financial 
condition of the cooperative. The last thing that we need at the 
moment is additional Federal regulation, which would increase our 
costs, to address a nonexistent problem. Moreover, the 
cooperatives bylaws would have to be amended to give this 
particular part time contractor specific and preferential treatment 
over our other 57,621 members. 

The issues raised by these proposed changes are not ones of minor 
inconvenience and costs. They are real and would have a dramatic 
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impact on the way the cooperative conducts its businees. in 
addition they are all out of proportion to any perceived problem. 
We strongly urge you not to enact the changes as outlined in 
paragraphs (a) through (d) of S2. 241-13. 

Sincerely^ 




Henr^ D« Locklar 
General Manager 



HDL/dls 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets ^ N.W. 
Room 4041 

Washington, DC 20405 

Dear FAR Secretariat: 

Subject: FAR Case 91-13 

Oglethorpe Power Corporation's Comments on 
Proposed Rule 48 CFR Parts 6/ 8, 15, 41 and 52 
F€fderal Acquisition Regulation 
56 Fed> Reg. 23982 

Oglethorpe Power Corporation ("Oglethorpe Power") respectfully 
submits the following comments in response to Proposed Rule 
48 CFR Parts 6, S, 15, 41 and 52 ("Proposed Rule") to amend 
Federal Acquisition Regulation and Acquisition of Utility 
Services. 

!• Introduction 

Oglethorpe Power is an electric membership corporation organized 
and existing under the laws of the State of Georgia and operating 
as ah electric generation and transmission cooperative supplying 
power and energy to thirty-nine (39) electric membership 
corporations (EMCs) in Georgia. The 39 EMCs serve more than two 
million retail member-consumers in Georgia in a service territory 
consisting of 71 percent of the land area of the State of 
Georgia. Under the provisions of the Georgia Territorial 
Electric Service Act, owners of new facilities having a connected 
load, at the time of initial full operation, of 900 kilowatts or 
greater may generally choose their electric supplier. Therefore, 
EMCs often engage in competitive bidding, in response to Requests 
For Proposals (RFPs) to provide electric service for planned 
federal facilities. Oglethorpe Power proposes that the Federal 
Acquisition Regulation; Acquisition of Utility Services be 
amended to provide that the General Services Administration 
consider additional information than that currently required when 
making a cost estimate of electrical service* 
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II* Oglethorpe Power's Goiranents on Proposed Rules 

The Proposed Rule states, that it is the policy of the Federal 
Government that agencies obtain required utility services from 
sources of supply which are most advantageous to the Government 
in terms of economy, efficiency, reliability, or service. In 
pursuit of this policy, the current method of analysis, as 
provided at §41 . 005(b) ( 2 ) of the Proposed Rule, states that 
agencies are required to provide 12 months of load data, 
including maximum demand, monthly cons\imption, and annual cost of 
services to the General Services Administration (GSA). Based on 
this information, the GSA is then to make an analysis of bids for 
utility seirvice which are received by the agency. However, 
Oglethorpe Power feels that the required data is not sufficient 
to make a detailed cost estimate for many electric rate 
schedules. In an era of increasing deregulation in the electric 
utility industry many innovative and economically attractive 
rates are available, such as those focusing on load management, 
energy conservation, peak shaving, etc. In order to fairly 
evaluate such rates, information and data which go beyond that 
currently specified in the regulations must be considered. 

In the decision of Satilla Rural Electric Membership Corporation , 
B-238187.2; B-238187.3 the General Accounting Office found that 
since the RFP in question contained only monthly demand figures, 
not broken down by daily or hourly peaks, the GSA had to make 
some assumptions to compute an innovative rate proposal by 
Satilla EMC. The GSA determination was contrary to assumptions 
made by the EMC based on data which the EMC itself had obtained. 
The burden of proof was placed upon the utility to justify, in 
detail, that its calculations regarding the innovative and cost 
saving rate which it had developed were more accurate than that 
supposed by the GSA. 

Government agencies may lose the financial benefit available from 
innovative x:ates offered by utilities if RFPs and subsequent GSA 
review of electrical rates are calculated solely on that 
information currently required, such as, estimated maximum 
demand, monthly consumption, and annual cost of services. Unless 
additional information is considered, agencies will receive only 
generic rates which require only demand and energy figures for 
twelve months in order for the total annual cost to be precisely 
calculated. 

Oglethorpe Power proposes that magnetic tape data from similar 
facilities be made available to electric utilities wishing to 
offer various innovative rates. In the alternative, the GSA 
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could agree beforehand to the necessary assumptions upon which a 
utility could then in confidence make, its calculations. 

III« Conclusion 

Oglethorpe Power recognizes that the policy of the Federal 
Government in acquiring utility services is to obtain service 
which will be the most advantageous in terms of economy^ 
efficiency r reliability, and service • To this end, where 
applicable and not prohibited by state law, utility service is to 
be obtained by full and open competition. To encourage 
competitive and economically attractive proposals, agencies 
should provide information to utilities beyond that specified in 
§41- 005(b) (2) of the Proposed Rule (12 months of load data 
including maximum demand, monthly consumption, and annual cost). 
By providing and considering additional demand factors such as 
load management, and peak shaving, agencies can receive 
innovative rate structures which may result in qost savings for 
those agencies, rather than receiving merely generic rate 
structures which could, in essence, overcharge the government • 

Therefore, Oglethorpe. Power urges the General Services 
Administration to consider these concerns and take appropriate 
steps to incorporate them into the proposed changes to the 
Federal Acquisition Regulation; Acquisition of Utility Services. 

Oglethorpe Power appreciates the opportunity to provide these 
comments. If you would like to discuss them further, please feel 
free to contact us. 



Yours very truly, 




T. D. Ki-tgore 
President and 
Chief Executive Officer 
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Qanaral Sorvieoa Admlniatratlen 
FAR Secretariat (VRS) 
18th Nad F Street. N.H. Room 4041 
Washington D.C. 2040S 

REFx FAR Caae 91-13 

Dear Sir: 

In the Federal Re9i«ter 23982 the GSA la proposing to add several 
paragraphs coneerning patronage capital from eeoperatlves that the 
Federal Government does business with. My cause for concern centers 
around at least two of the proposals. 

In paragraph B the notification of the patronage to be accomplished 
within 60 daya is not prectical. Patronage capital is not allocated 
until the yearly audit is eompleted and the Board of Directors can 
determine what the actual return to be paid to the members should 
be. This paragraph should read "Within the next calendar year after 
the close of the cooperative's fiscal year*" ' 

Paragraph C is asking that the cooperative pay to the government 
out of rotation the patronage capital for an account that is 
terminated. The Government should abide by the same bylaw that 
works for every member, no special treatment should be given. 

Paragraph D suggests that only certified checks be Issued for the 
payment of capital credits. This Is unrealallstic as well as not 
being practical. The GSA should be treated as any ether member and 
not require special treatment. 

We believe that auch rules as have been propoaed will adversely 
affect our cooperative, cause undue burden to account for and 
proceas government accounts that are already controlled by the 
Rural Electrification Adminiatratton. 




We disagree totally with the new proposal and auggeat that the GSA 
donate back to the cooperativaa all patronage capital to be spread 
among the members that actually built and operate the cooperative 
system. 

Your consideration of these concerns will oertsinly be appreciated. 



Respectfu 



CCs Richard Stallings 
Larry Laroeco 
Steve Symms 
Larry Craig 
Pat Williams 
Max Baueus 
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Ms. Beverly Fayson 

General Services Administration 

FAR Secretarial (VRS) 

18th and F Streets, N.W., Room 4041 

Washington, D.C* 20405 

Re: FAR Case 91-13; Proposed Federal Acquisition 
Regulation; Acquisition of Utility Services 

Dear Ms. Fayson: 

Enclosed are an original and three (3) copies of 
comments which were filed by telefax with your office on July 23, 
1991, in the Case 91-13. The comments were filed on behalf of 
Arkansas Power and Life Company, Louisiana Power and Light 
Company, Mississippi Power and Light Company, and New Orleans 
Public Service Inc. 

If you have any questions concerning this matter, 
please do not hesitate to contact me. 

Yours very truly, 

MITCHELL, WILLIAMS, SELIG & TUCKER 
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Mr. Bob Greenfell 

Mr. Rodney Gilbreath 

Mr. Dempsey Ladner 
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VIA FACSIMILE AMD gE QERAL ETOEfl? 

Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat (VRS) 

18th and F Streets, N. W. 

Room 4041 

Washington, DC 20405 

Re: FAR Case 91-13; Proposed Federal Acquisition Regu- 
lation; Acquisition of Utility Services 

Dear Ms. Fayson: 

Arkansas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company, and New Orleans 
Public Service Inc. (the "Companies") are wholly owned subsid- 
iaries of Entergy Corporation, a public utility holding company. 
The Companies are engaged in the business of generating, 
transmitting and distributing retail electric power and energy to 
Its customers m the states of Arkansas, Missouri, Louisiana! 
Mississippi, and the city of New Orleans, Louisiana. The Compa- 
nies also provide retail electric service to federal agencies and 
facilities. The Companies are regulated either by the state 
regulatory bodies of each state in which they operate or, in the 

°£ 2**' Public Service Inc., by the Council of the 

City of New Orleans. 

The Companies submit the following comments concerning the 
proposed Federal Acquisition Regulation; Acquisition of Utility 
Services, as published in 56 Fed. Reg. 23982 (May 24. 1991) The 
comments submitted by Edison Electric institute ("EEI") address 
many of ^ the concerns which the Companies have with the proposed 
L^SJJJ^S"?' companies concur with and endorse the comments 

submitted by EEI. However, the Companies have identified several 
areas of interest to them which require that EEl's comments be 
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expanded upon and have identified several issues not addressed by 
EEI. Where language is proposed, recommended deletions to the 
language in the proposed FAR will be indicated by a strike out of 
the language, and language additions to the text will be 
indicated by underlining the new material. In instances where 
EEI has already proposed additional language, we will use EEI's 
proposed language with our amendments indicated as stated above. 

Comment 1. The Companies generally concur with EEI's 
proposed language revisions to §241.004-1 of the proposed DEAR 
so that it will more closely reflect the intent of 5 8093 of the 
Department of Defense Appropriations Act of 1988, Pub. L. No. 
100-202. To insure that there are no ambiguities, we recommend 
that § 241.004-1 of the proposed DFAR be amended to read as 
follows: 

In addition to the requirements of FAR 41.0004, 
which includes the requirement that federal 
agencies shall not purchase electricity in any 
manner inconsistent with State law, DoD recognizes 
the unique characteristics of electric utility 
systems built under State-created obligations to 
serve all customers, including federal facilities, 
within their service territories. In accordance 
with Pub. L. No. 100-202, S 8093, DoD shall comply 
with the current regulations, practices and deci- 
sions of independent regulatory bodies which are 
subject to judicial appeal, governing the provi- 
sion of electric utility service, including State 
utility commission orders , rulings and electric 
utility franchises > certificates of public conve- 
nience and necessitv. or service territories 
established pursuant to State statute , rule , regu- 
lation, or State-approved territorial agreements, 
this policy does not extend to regulatory bodies 
whose decisions are not subject to appeal nor does 
it extend to nonindependent t'egulatory bodies • 

Comment 2. The Federal Government is to acquire 
electric services in conformity with state law piirsuant to Pub. 
L. No. 100-202, S 8093. However, not all state regulatory bodies 
establish a service area by means of fi franchise. Some commis- 
sions issue certificates of public convenience and necessity and 
in the certificate allocate to the electric utility the territory 
it is authorized to serve. Therefore, the definition of *'Fran- 
chise Service Territory** set forth in S 41.001 should be amended 
as follows: 
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Franchise sService ^Territory means a franchise^! a 

certificate of public convenience and necessity or 
service territory for a geographical area allocated to. 
defined or granted to a specific utility service sup- 
plier (s) under State lav to supply customers in that 
area. 

Comment 3. The term "areawide contract" set forth in 
S 41.001 should be amended to use the definition of "Franchise 
Service Territory" as stated in Comment 2 above. The proposed 
revision should be amended to read: 

"* * * within the f franchise sgervice egea — Terr i t orv 
of the supplier. Each areawide * * *" 

Comment 4. The term "regulatory body" appears several 
times in the proposed regulations. For example, the term "regu- 
latory body" is used in S 41.006-2(c) and S 52.241-2(a). This 
term should be defined in § 41.001 to include a state public 
service commission, public utility board, or to cover circum- 
stances similar to that of New Orleans Public Service Inc., the 
City Council. We recommend the following: 

Regulatory body includes a state utility commission. 
state utility board, citv council, or citv board of 
directors which, pursuant to state law, has jurisdic- 
tion to regulate retail electric service. 

Comment 5. Section 41. 004-1 (b) should, in the case of 
electric utility service, be consistent with the provision of § 
8093. It should be amended to include a reference to orders, 
rules and regulations issued by a regulatory body: 

Except for acquisitions below the small purchase limit 
(see 13.000) agencies shall acquire utility services by 
a bilateral written contract, which must include the 
clauses required by 41.007, regardless of whether rates 
or terms and conditions of service are fixed or adjust- 
ed by a regulatory body. In the case of electric 
utility service, the contract should address the issues 
covered by 41.007 in a manner which is consistent with 
applicable state laws, a regulatory bodv^s orders. 
rules, regulations, and filed tariffs. * * * 

Comment 6. Section 41. 004-l(d) (1) is consistent with 
the language of Pub. L. No. 100«*202, S 8093. However, to remove 
any ambiguity and resolve potential questions as to the interpre- 
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tation of § 8093, the language should be modified to add words 

commonly used by many state regulatory bodies* 

(d)(1) Section 8093 of the Department of Defense 
Appropriations Act of 1988^ Public Law 100-202, pro- 
vides that none of the funds appropriated by the Act of 
any other Act with respect to any fiscal year by any 
department, agency, or instr\imentality of the United 
States, may be used for the purchase of electricity by 
the Government in any manner that is inconsistent with 
state law governing the providing of electric utility 
service, including state utility commission orders or 
rulings and electric utility franchises , certificates 
of public convenience and necessity or service territo- 
ries established pursuant to state statute , state rule. 
regulation, or state-approved territorial agreements. 

Comment 7. The Companies agree with EEI ' s comments and 
proposed amendments to S 41 • 004-1 (e). The proposed amendments 
should be consistent with the Companies' other wording changes 
suggested previously. Therefore, the language should be amended 
as follows: 

Prior to acquiring electric utility services on a 
competitive basis in an area governed by a franchise^ 
certificate of public convenience and necessity, or 
service territory established pursuant to State law as 
provided in 41, 004-l(d) (1) , the contracting officer 
shall determine, with the advice of legal counsel, and 
by consultation with the State agency or agencies 
responsible for regulating public utilities that such 
competition would not be inconsistent with State law 
governing the provision of electric utility service, 
including State utility commission orders or rulings 
and electric utility franchises , certificates of public 
g9nven4en<r? agg n^c^s^ity, or service territories 
established pursuant to State statute, State rule, 
regulation, or State-approved territorial agreements. 
Proposals from * * * 

Comment 8. Section 52. 241-3 (b) allows the Contractor 
and a federal agency to negotiate a rate schedule applicable to 
the class of service fxirnished if su6h a rate schedule is not on 
file with a regulatory body. In the case of an electric utility, 
if a rate schedule were negotiated, it would have to be approved 
by the regulatory body before becoming effective. An additional 
sentence should be added to the end of Paragraph (b) to clarify 
this point. He suggest: 
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In the case of regulated electric utilities, a negoti- 
ated rate schedule shall be approved bv the appropriate 
regulatorv bodv before taking effect. 

Comment 9. Section 52.241-8 states that the Government 
will pay a "Connection Charge" to the Contractor for furnishing 
and installing new connection facilities. However, Section 
52.241-4 (a) states that the Contractor, at its expense, shall 
furnish and install all facilities required to furnish service. 
This section should be subject to the ••Connection Charge**- provi- 
sions of S 52.241-8. Therefore, the following language should be 
inserted at the beginning of S 52. 241-4 (a): 

Subject to the Connection Charge provided for in Sec- 
tion 52.241-8. 5^ the Contractor^ at its expense, shall 
* * * 

The Companies appreciate the opportunity to submit the above 
comments and if we can answer any questions concerning them, 
please contact me. 

Very truly yours, 

ARKANSAS POWER & LIGHT COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
MISSISSIPPI POWER & LIGHT COMPANY 
NEW ORLEANS PXJBLIC SERVICE INC. 

By 5^Q^'<;6- .J^ 

E. B. Dillon, Jr. 

MITCHELL, WILLIAMS, SELIG & TUCKER 
1000 Savers Federal Building 
320 West Capitol Avenue 
Little Rock, Arkansas 72201 
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HAND DELIVERED 

Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat 

18th & F Streets NW 

Room 4041 

Washington, C. 20405 



RE: FAR Case 91-13; Federal Acquisition Regulation; Acquisition of 
Utility Services 

Dear Ms. Fayson: 

San Diego Gas & Electric (SDG&E) is repsonding to the proposed rule 
published on May 24, 1991 (56 Fed. Reg. 23982) which relates to the 
Federal Acquisition Regulations governing the acquisition of 
utility services. 

SDGSE is an investor-owned combined gas & electric utility serving 
over one million electric and 670,000 gas customers in the San 
Diego area. The federal government accounts for over 8% of SDG&E 's 
sales. Thus, SDG&E is extremely interested in the proposed rewrite 
of the FAR coverage dealing with utility services. 

Briefly stated, SDG&E concurs with the comments submitted by the 
Edison Electric Institute (EEI) in response to the FAR Case 91-13 
proposed rule. SDG&E is a member of EEI and has been involved in 
the formulation of the Institute's comments. Upon review, the 
comments very adequately address concerns SDG&E has about the 
proposed rewrite. SDG&E also feels that points made in its 
comments (copy attached) submitted to DOD on the proposed Defense 
Acquisition Regulations Supplement, Part 241 should be taken into 
account when coordinating the DFARS with the FAR. 

Thank you for your consideration and attention. 
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April 15, 1991 

VTA FACfllMILB 

Defense Acquisition Regulatory Council 
OUSD(A) ATTN: Ms, Lucille Hughes 
Room 3D139, the Pentagon 
Washington, D.C. 20301-3062 

Re: PAR case 90^743 : DPARS Part 241 - Acquisition of Utility 
Services. 

Dear Council Meiobers: 

San Diego Gas & Electric Company ("SDG&E") submits these 
comments in response to the notice published at 56 Fed. Reg. 6056 
et sea. fFeb. 14, 1991), which sets forth the fourth increment of 
proposed changes to the Defense Acquisition Regulation Supplement 
("DFARS")* These comments focus on DFARS Part 241, which relates 
to the acquisition of utility services. 

SDG&E is an investor-owned combined gas & electric utility 
serving over one million electric and 670,000 gas customers in 
San Diego County, California. Among SDG&E 's customers are 
several United States Navy and Marine Corps facilities, including 
Camp Pendleton, NAS Miramar, NAS North Island, 32nd Street Naval 
Station, Naval Amphibious Base Coronado, the Marine Corps 
Recruiting Depot and the Naval Training Center. In aggregate, 
the military accounts for over 8% of SDG&E 's sales, making SDG&E 
one of the nation's largest suppliers of utility services to DoD. 
SDG&E *s retail sales are regulated by the California Public 
Utilities Commission, whose decisions may be judicially reviewed 
pursuant to Cal. Pub. Util. Code S 1756. 

Although SDG&E finds that portions of the proposed Part 241 
revision lack clarity or are incomplete, we have read the 
proposed rule in light of established ^interpretive principles, 
and, given this reading, SDG&E has nonobjections to the 
revisions. If, however, SDG&E 's understanding of the proposed 
rule (set forth below) differs from the drafters' intent, SDG&E 
requests that such intent be clarified and the clarifications 
published for public comment. 
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COMMENTS 
I. Overview 

Given that most utility services are provided by utilities 
with a franchised monopoly at retail, DoD has historically 
procured such services on a "sole source" basis. This is 
consistent with the premise for allowing regulated monopoly 
service. The utility services are deemed a "natural monopoly;" 
i.e«, rather than yielding a more efficient allocation of 
resources, competition would result in wasteful duplication and 
impair service reliability. Fundamentally, utility regulation 
provides the utility with a retail monopoly in a specified area, 
and permits the utility to recover the any reasonable costs 
incurred, and a reasonable return on any investment made to 
provide the service. In turn, the utility is obliged to reliably 
serve the existing and foreseeable requirements of its retail 
customers. 

In such a regulatory regime, for DoD installations to cease 
to procuring service from the local utility would result in 
"stranded investment." That is, compensation for investments 
made to serve DoD's existing and future requirements would be 
spread over the utility's remaining retail customers. Thus, any 
"savings" to the taxpayer would be at the expense of the 
utility's other re-tail customers. Moreover, under state law, the 
utility must remain the supplier of last resort for the DoD 
installation, and thus the installation's ultimate reliability 
would depend on investment costs borne by others . 

By deferring to utility regulation, the proposed rule 
appears to recognize that it is not in the public interest for 
local utility customers to subsidize the taxpayer. At the same 
time, the proposal appears to permit DoD to competitively procure 
where there is no potential for stranded investment, such as 
where service has been deregulated. Many regulators recently 
have attempted to identify where competition might supplement or 
replace traditional utility regulation. For example, in the 
natural gas industry, this has resulted in the "unbundling" of 
the commodity of natural gas from its delivery, allowing large 
customers to procure their own gas diz;ectly from gas producers or 
brokers, and to purchase only transportation service from the 
local utility. State and federal regulators have managed this 
process to protect retail customers and utility shareholders from 
the risks of stranded investment. On the other hand, 
deregulation of electric service has not proceeded as far, 
largely because the economics of electric production favor 
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vertical integration and there appears no way to fairly resolve 
the stranded investment problem. In any event, for DoD to 
respect state and local policy in its utility procurement is a 
sound way to avoid hurting local utility customers. 



SDG&E*s comments focus on Part 241.004, Acquiring Utility 
Services." The first section, "Policy" (241.004-1) states that 
"DoD, as a matter of comity, will comply with the current 
regulations, practices and decisions of independent regulatory 
bodies which are subject to judicial appeal." SDG&E understands 
this policy statement would permit DoD to competitively procure 
utility services to the extent state or local regulation permits 
other retail utility customers to do so. As SDG&E understands 
it, this section appears to embody the procurement policy set 
forth in Section 8093 of the DoD Appropriations Act Of 1988 (P.L. 
100-202). The reference to "comity" appears to reserve DoD's 
position that it is not bound by state or local utility 
regulation in the procurement of utility services for new load. 
In other words, without conceding that state or local regulation 
is otherwise controlling, DoD agrees to accept such regulation as 
long as there is some avenue for judicial appeal. 

SDG&E also. understands this policy to require the DoD to 
comply with ail "current regulations practices and decisions," 
not just those associated with "accounting practices, 
allowability of costs and rates" as set forth in the currently 
applicable § S5-103.2(a) of the Armed Services Procurement 
Regulation (DEARS) Supplement No. 5. Procurement of Utility 
Services. 

This policy would avoid unseemly and inefficient disputes 
with state regulators over jurisdiction. However, SDG&E has two 
concerns about the clarity of the proposed regulation. First, 
the rule is subject to an exception in "FAR 41.004" which does 
not currently exist and has not been published for comment. Thus 
there is no way to tell whether the exception might swallow an 
otherwise sound policy. 

Second, the policy statement makes no reference to the 
currently effective Section 8093 of the 1988 DoD Appropriations 
Act governing the procurement of utility services. Reference to 
such legislation would reinforce the apparent intent of the 
proposed rule. Given that this legislation specifically 
addresses the proposed policy, SDG&E sxibmits that the final rule 
should explicitly refer to the legislation. 
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III. 241.004-2 Procedures 

SDG&E understands this section to specify where it is 
appropriate for contracting officers to solicit competitive 
proposals from potential suppliers of utility services. In other 
words, the presumption remains that sole sourcing with the local 
utility is appropriate except as set forth in this section. 
Specifically, SDG&E understands this section to operate as 
follows: 

The contracting officer will determine whether competition 
is possible under state or other regulation consistent with 
the policy set forth in the preceding section (241.004-1). 

Per section 241.004-2 (a) (i) , the contracting officer is to 
consider whether competitive supply is possible only in two 
circumstances: where a "new major utility service load 
develops or a new military installation is established." 
This section also indicates that competition is not possible 
where the governing regulatory body has determined that 
there is only one f ranchised territory or one f ranchised 
supplier. 

Per section 241.004-2 (a)(i)(B), the phrase "where 
competition exists" refers to the contracting officer's 
determination that competitive procurement may be possible 
pursuant to the prior section. This section (B) now 
consists of an incomplete sentence when the context requires 
a complete sentence, and this apparent drafting error lends 
some ambiguity. Nevertheless, rules of construction require 
one to interpret (B) with reference to the prior section 
(A) 's determination of "competition." To construe "where 
competition exists" without reference to the prior section 
would effectively nullify the prior section, an 
impermissible construction. 

Subsection 241.004-l(a) (i) (A) (2) refers to "other potential 
suppliers." Such other suppliers may exist only as 
specified in the prior subsection (1), i.e., where there is 
more than one franchise, or no franchise at all exists. 

With respect to periodic reviews tor competition in "ongoing 
contracts" in 241.004-2 (a) (ii) , the "availability of 
competition" refers to competition as determined by the 
contracting officer under criteria in the prior section (i), 
which includes the requirement that the determination is 
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limited to "a new major utility service load" or "a new 
military installation" governed by existing contracts. 

IV« Conclusion 

SDG&E appreciates the opportunity to comment on the proposed 
regulations. In sum, the proposal for part 241, appears to 
respect the proper role for state, federal and local regulation 
of natural monopolies, while allowing the DoD an appropriate 
scope for competitive procurement. 

As noted above, SDG&E *s reading is hampered by lack of 
clarity in the proposed regulations. SDG&E has set forth its 
understanding of the proposal based on the plain meaning of the 
words and by applying standard rules of construction. If the 
Council's or the drafters' unde^rstanding of the proposed rules 
differs from that set forth above, SDG&E strongly urges that 
clarifications foe published for comment prior to promulgation. 



Respectfully submitted. 




E. Gregory Barnes 



Attorney for 

SAN DIEGO GAS & ELECTRIC COMPANY 

cc: (via courier) 

Defense Acquisition Regulatory Council 
ATTN: Ms. Lucille Hughes 
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Transmitted By Hand Ddiverv 

Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat (VRS) 

18th & F Streets, N.W. 

Room 4041 

Washington, D.C. 20405 

Re: FAR Case 91-13: Proposed Federal Acquisition Regulations For 
the Acquisition of Utility Services 

Dear Ms, Fayson: 

The Edison Electric Institute ("EEI"), on behalf of its member utilities, hereby 
submits these conxments on the proposed Federal Acquisition Regulations 
concerning the Acquisition of Utility Services (56 Fed. Reg. 23982 (1991)). 

EEI is the association of the nation's investor-owned electric utility 
companies. Its members serve 96 percent of all customers served by the 
investor-owned segment of the electric utility industry. They generate 
approximately 78 percent of all the electricity used in the coimtry, and serve 
74 percent of all ultimate electricity consiimers in the nation. 

Although these comments are directed toward the proposed FAR regulations 
published on May 24, 1991 (56 Fed. Reg. 23982), those regulations are intended 
to work in tandem with the proposed PFARs published on February 14, 1991 
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(56 Fed. Reg. 6056). As a result, these comments also address issues relating to 
the coordination of the two sets of regulations. 

A. General Comments; As you know. Congress has on two 
occasions enacted specific legislation requiring Federal facilities to comply 
with State public utility laws regulating electric utility services, gee Pub. L. 
No. 99-m § 620 (1986); Pub. L. No. 100-202, § 8093 (1987). Both Senate and 
House Committees published lengthy reports explaining the policy basis for 
these statutory directives. See, e.g .. S. Rep. No. 406, 99th Cong., 2d Sess. 68 
(1986); H.R. Rep. No. 723, 99th Cong., 2d Sess. 79 (1986); S. Rep. No. 100-235, 
100th Cong., 1st Sess. 70 (1987); H.R. Rep, No. 100-498, 100th Cong., 1st Sess. 
673(1987). 

In the first legislative enactment. Congress directed that: 

-' None of the funds appropriated or made available 
by this Act shall be used to implement or enforce 
the rule proposed on May 7, 1986 (51 Fed. Reg. 16988- 
16991), or any other regulation issued pursuant to 
statute requiring competitive bidding for electricity, 
gas, or steam utility services acqiiired by the Federal 
Government. 

Pub. L. No. 99-500, § 620 (October 18, 1986). 

The Senate Report accompanying this Bill stated that: 

The Committee has adopted this section to protect 
utility customers from the burden of increased rates 
that inevitably would result if Federal facilities 
abandon local utility systems. Utility systems have 
built necessary capacity under State-created 
obligations to serve all customers, including 
Federal facilities, within their service territories. As 
a general rule, under State law only one utility is 
authorized to provide retail utility service within 
its service territory. The proposal [for competitive 
bidding] has serious legal, technical; and economic 
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repercussions. The Committee intends that this 
provision avoid these detrimental consequences. 

& Rep. No. 406, 99th Cong., 2d Sess. 6B (1986). 

Similarly the House Report concluded that: 

Punuant to the paramount duty to serve its 
customers, utilities across the nation have invested 
billions of dollars to provide generating and 
transmission capacity, in part in reliance upon the 
projected needs of the Federal Government. The 
Federal Government has enjoyed the benefits of the 
reliable and efficient utility service provided by 
these systems. Now it has been proposed that the 
• Federal Government seek competitive acquisition 
of utility supply, notwithstanding the fact that the 
local utilities have built their systems to 
accommodate the present and future needs of 
federal facilities. 

If the Federal Government switches 
suppliers, the fixed costs of capacity built to serve 
federal facilities would almost immediately be 
shifted to the remaining customers of the utility. 

H.R. Rep. No. 723, 99th Cong., 2d Sess. 79-80 (1986). 

In 1987, Congress adopted additional legislation clarifying and 
extending these restrictions on federal procurement of electric utility services 
and directed that 

None of the funds appropriated or made available 
by this or any other Act with respect to any fiscal 
year mav be used by anv Department ayencv. or 
instrumentality of the United States to purchase 
electridtv in a manner inconsistent with State law 
governing the provision of electric utility service. 
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including State utility commission rulings and 
electric utility franchises or service territories 
established pursuant to State statute. State 
regulation, or State-approved territorial 
agreements 

Pub. L No- 100-202, § 8093 (December 22, 1987) (emphasis added). 

The Senate Report accompanying this 1987 Bill stated that: 

This provision is intended to protect remaining 
customers of utility systems from the higher rates 
that inevitably would result if a Federal customer 
were allowed to leave local utility systems to obtain 
retail electric utility service from a nonlocal 
.supplier. * 



Whether through service territory, a franchise, a 
service-related permit, a certificate of public 
convenience and necessity, a territorial agreement, 
or other means, retail electric utility service usually 
is provided by one supplier within any given area. 
When procuring retail electric utiUtv service, the 
Federal Government should abide by these service 
arrangements just like any other customer of an 
^l^cptrig utiUty. 

S. Rep. No. 100-235, 100th Cong., 1st Sess. 70-71 (1987) (emphasis added). 

These two statutes, and their accompanying legislative history, 
require that, in procuring electric utility service, all Federal departments, 
agencies or instrumentalities (Ls^, facilities) shall comply with existing 
territorial divisions, and other requirements, established pursuant to State 
law for: 
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• ' existing uses which are within a utilit/s State-assigned 

service territory; 

• new load for those uses; and 

• proposed new uses. 

Consistent with this statutory obligation, the proposed 
regulation contains an explicit reference to § 8093 and the statutory language, 
which we strongly endorse. However, there is considerable ambiguity with 
respect to the application of this legislative requirement throughout the 
remainder of the proposed regulation. Our specific comments below address 
and provide some recommendations to clarify these ambiguities. 

We understand that these regulations were designed to apply to 
a variety of types of utility services, not just electric utility service, and that 
they were intended to address both regulated and unregulated suppliers. The 
breadth of the regulations has caused them to contain overly broad 
provisions which in several circumstances do not adequately address the 
unique nature of electric utility services. In other instances, the regulations 
impose conflicting or unclear obligations upon the parties to electric utility 
contracts. Elsewhere, the regulations appear to require preferential treatment 
of the Government as a customer, or treatment in a manner inconsistent 
with applicable State law. 

With respect to the coordination of the proposed FAR and 
DFAR regulations, we ask that you take into accoimt the comments 
, submitted to DoD on the proposed DFARs by EEI, and by two of its member 
companies, Central and South West Corporation and San Diego Gas & 
Electric Company. In addition, we specifically reconunend that § 241.004-1 of 
the proposed DFAR be amended to read as follows in order to more closely 
reflect the intent of § 8093: 

(1) Excopt afi provided in FAR 41 . 004; In addition to 
the requirements of FAR 41.004, which includes the 
requirement that federal agencies shall not 
purchase electricity in any manner inconsistent 
with State law, DoD recognizes the unique 
characteristics of electric utility systems built under 
State-^created obligations to serve all customers. 



5 



Ms. Beverlv Favson 



including federal fUcilities, within their service 
territories. In accordance with Pub. L. No. 100-202, 
§ 8093, DoD shall i ac a mattor of comit>ri wiUi 
comply with the current regulations, practices and 
decisions of independent regulatory bodies which 
are subject to juc^dal appeal^ governing the 
provision of electric utility service, including State 
utility commission rulings and electric utility 
franchises or service territories established 
pursuant to State statute, State regulation, or State- 
approved territorial agreements. This policy does 
not extend to regulatory bodies whose decisions are 
not subject to appeal nor does it extend to 
nonindependent regulatory bodies. 

B, * Specifk Comments: in order that the new regulation complies 
with existing federal law, and in order to improve the clarity of the 
regulations and reduce unnecessary ambiguities, we reconunend the 
following revisions- For ease of reference, recommended deletions to quoted 
text are indicated by a otriko out and additions to quoted text are indicated by 
an italicized print such as this. 

1. In order to reflect the other statute adopted by Congress 
governing the subject matter of these regulations, the ''Authority"' description 
following the table of Contents for Part 41 should be amended to add 'Tub, L. 
No. 100-202, § 8093." 

Z Because Pub. L. No. 100-202, § 8093 requires that the 
Federal Government acquire electric services in conformity with State law 
and since service areas are not always established by "franchises,'' the 
definition of ''Franchise service territory'' in Section 41.001 should be 
amended for clarification to read as foUows: 

Franchise or service territory means a geographical 
area, defined or granted to a specific utility service 
supplier(s) under State law to supply customers in 
that area. 
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3. When the Government terminates a utility service 
contract, it may be obligated to pay "termination liability" covering the cost of 
connection charges, as the definition of 'Termination liability" indicates. In 
addition, however, the Government may also be obligated to pay other 
charges required by the contract (or in the case of electric utility service, other 
charges filed with or approved by the applicable State regiilatory agency). As a 
result, the definition of 'Termination liabilit/' should be modified as 
follows: 

Termination liability means a contingent 
Government obligation to pay a utility supplier the 
unamortized portion of a connection charge and 
any other applicable non^refundable service charge 
in the event that the Federal Government 
terminates the contract before the cost of 
• connection facilities has been recovered by the 
utility supplier (see Connection charge). 

4. Section 41.002(b)(6) should be amended to assure that the 
acquisition of electrical equipment and facilities are also consistent with 
applicable State law. Therefore we recommend that Section 41.002(b)(6) be 
amended as follows: 

Acquisition of rights in real property, acquisition of 
public utility facilities, and on^ite equipment 
needed for the fadlit/s own distribution system, or 
construction/ maintenance of government-owned 
facilities so long as electric utility services provided 
by such acquisitions are consistent with State law 
governing the provision of electric utility service, 
and the Public Utilities Regulatory Policies Act of 
1978 (Pub. L. No. 95-617, 92 Stat. 3117), as 
a pprop r i ate; or 
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5. Sections 41.003(a)(1), (2), and (3) should be amended 

as follows: 

(1) The General Services Administration (GSA) is 
authorized by section 201 of the Federal Property . 
and Administrative Service Act of 1949 as amended 
(40 U.S.C. 481), and Pub, L. No. 100-202, § 8093, .... 

(2) The Departm^t of Defense is authorized by 10 
U.S.C 2301, 2304, 4r440 U.S.C 474(3), and Pub. I. 
No. 100-202, §8093,.... 

(3) The Department of Energy (DOE) is authorized 
by the Department of Energy Organization Act (42 
U.S.C. 37»- 7252, et seq.), and Pub. L. No. 100-202, 
§8093,.... 

6. As noted above, Federal agencies are required by § 8093 to 
acquire electric utility services consistent with applicable State law. This 
includes rates, terms and conditions which are filed with or approved by the 
regvilatory body assigned by State law to regulate such matters. In many cases, 
these are sufficiently detailed that a separate contract should not be necessary. 
In order to make this regulation consistent with Uiis statutory mandate. 
Section 41.004*10?) should be amended as follows: 

Except for acquisitions below the small purchase 
limit (see 13.000) zgendeS 'sMi which acquire 
utility services by a bilateral written contract, must 
include the clauses required by 41.007, regardless of 
whether rates or terms and conditions of service are 
fixed or adjusted by a regulatory body. In ^ case of 
electric utility service, any contract should address 
the issues covered by 41M07 in a manner which is 
consistent unth applicable State laws, regulations, 
and filed tariffs. Agencies may not use the utility 
supplier's forms and clauses to avoid the inclusion 
of provisions or clauses required by 41 .007 or by 
statute. (See 41.004-2(c) for procediues to be used 
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when a supplier refuses to execute a written 
contract.) 

7. Section 41.004-1 (d)(2)(iii) should be modified to follow 
more closely Congress' explanation of the reliability exception to § 8093. The 
Senate Report describes the reliability exception by emphasizing that 

[Tlhe Committee expressly rejects any 
interpretation of this section that would permit 
reliability coneys to be used as a smokesaeen for 
competitive procurement or other practices 
inconsistent with State law concerning the 
provision of electric service. Similarly, the mere 
fact that a military installation may be able to obtain 
better reliability from a different utility than the 
• one in whose service territory it is located or the 
fact that the installation may obtain better reliability 
by receiving service from two utilities rather than 
one, is not sufficient to override the State law 
concerning the provision of electric service . In 
order for State law to be overridden, the degree of 
reliability sought for the military installation must 
be essential to realizing the installation's national 
defense purposes, and the installation must be 
unable to receive that degree of reliability from, the 
utility (or utilities) that would otherwise provide 
electric service imder State law. 

S. Rep. No. 100-235, 100th Cong., 1st Sess. 71-72 (1987) (emphasis added). 
Because of this legislative intent. Section 41. 004-1 (d)(2)(iii) should be modified 
to read as follows: 

(iii) The Secretary of a military department from 
purchasing electricity from any provider when the 
utility or utilities having applicable State-approved 
franchise or other service authorizations are foimd 
by the Secretary to be unwilling or unable to meet 
unusual standards for service reliability that are 
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nococoory for tho purpooos of national dofoneo 
essential to realizing the installation's national 
defense purposes. In making this determination, 
the mere fact that a military installation may he able 
to obtain better reliability from a different utility 
than the one in whose service territory it is located 
or the fact that the instaUation may obtain better 
reliability by receiving service from two utilities 
rather than one, is not sufficient to override State 
law for the provision of electrical service. 

8. Section 41.004-l(d)(3)(ii) as proposed authorizes any 
federal agenqr to enter into an interagency agreement with a federal power 
marketing agency or TVA (collectively referred to as 'TPMAs") for the 
"transfer of electrical power." The proposed authorization is not limited to 
power produced by FPMAs, and could, therefore, be interpreted as 
authorizing FPMAs to act as power brokers in transfering power to federal 
agencies. However, this approach raises two serious legal problems. 

First, the courts have recognized that an FPMA "does not have 
imlimited authority to purchase nonfederal power." Salt Lake City v. WAPA. 
926 F.2d 974, 982 (10th Qr. 1991). Although Congress has directed the FPMAs 
to maximize "the sale of federally produced power at firm rates" (id.), and 
FPMAs may purchase non-federal power to firm-up the federal hydro-based 
power. Congress never intended FPMAs to become power brokers authorized 
to displace customary utility services by buying and reselling non-federal 
power to federal agencies or private purchasers. As a result, the courts have 
held that 

power marketing agendes may pxirchase such non- 
federal power and energy as is |£3SSQai;dxJQQdsnial 
to the inte^ation of federally produced 
hydroelectric power. 

Id. (emphasis suppUed); United States v. SMUD. 652 F.2d 1341, 1345 (9th Cir. 
1981) (inherent authority to purchase power "when conditioits prevent hydro- 
electric facilities from functioning at capa*dty"). Because of this limitation on 
the role of FPMAs, Section 41.004-l(d)(3)(ii)'s purported grant of authority to 
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FPMAs to "transfer electrical power'' can be no greater than the authority 
FFMAs have under the existing statutes and legislative history. 

Second, under § 8093 where such transfers constitute retail sales 
within the meaning of State law, they must not be inconsistent with the 
governing State law. 

For these reasons. Section 41.004-l(d}(3)(ii) should be amended to 
read as follows: 

(3) Additionally, the head of a Federal agency may - 

^. * • ^ 

(ii) Enter into an interagency agreement, pursuant 
\o 41.004-6 and 17.5, with a Federal power 
marketing agency C^FPMA"^) or the Tennessee 
Valley Authority C'TVA'') for the transfer to the 
t^g^cy of electrical power to tho agency produced by 
the FPMA or the TVA (or reasonably incidental to 
the integration of federally produced hydroelectric 
power), provided that where suck a transfer 
constitutes a retail sale under State law, it is not 
inconsistent with State law; dJMi 

9. Section 8093 requires that the Government may not 
purchase electricity "in any manner that is inconsistent with State law 
governing the providing of electric utility service." As a result, the 
Government may not purchase electricity from a "non-utility" or from 
another electric utility in a manner inconsistent with State law. For these 
reasons, we recommend that 41«004-l(d)(3)(iii) be modified as follows: 

(3) Additionally, the head of a Federal agency may -* 

(iii) Consistent ivith applicable State 
law, & enter into a contract 
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10. Pursuant to § 8093/ the procurement of electric service 
through any means which are inconsistent with State law is prohibited. 
Accordingly, the appropriateness of competitive procurement is a legal issue, 
not a marketing issue, and a market survey is a wholly inappropriate 
mechanism for making such an assessment. The only means for 
determining the requirements of State electric utility law which is consistent 
with the mandate of § 8093 is through consultation with the applicable State 
agency or agencies. In addition, in order to assure the reliability of the 
representation by proposed alternative suppliers, the regulation should be 
adapted to employ requirements similar to those routinely prescribed for 
other certifications under the Federal Acquisition Regulations, ggg, e.g.. FAR 
52.203-8, "Requirement for Certification of Procurement Integrity;" and FAR 
52.209-5, "Certification Regarding Debarment, Suspension, Proposed 
Debarment, and Other Responsibility Matters." Therefore, Section 41.004-1 (e) 
should be amended as follows: 

, Prior to acquiring electric utility services on a 
competitive basis in an area govomod by a franchioo 
oorwco torritor^Tj the contracting officer shall 
determine, with the advice of legal coimsel, and by 
consultation xoith the State agency or agencies 
responsible for regulating public utilities a market 
CMr\Toy or any other appropriate moanc, that such 
competition would not be inconsistent with State 
law governing the provision of electric utility 
service, including State utility commission rulings 
and electric utility franchises or service territories 
established pursuant to State statute. State 
regulation, or Stateapproved territorial 
agreemoits. Proposals from ailtemative electric 
suppliers must be supported by an order from the 
appropriate State agency confirming that service 
can be provided in a manner not inconsistent with 
§ 8093 and must provide a certification under oath 
from a corporate vice president, or person of 
comparable authority in an unincorporated entity, 
roprocontation that service am be provided in a 
manner not inconsistent with § 8093 of Public Law 
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100-202 (see 41 .004-1 (d)). The representation must 
be supported with appropriate legal and factual 
rationale. 

Corresponding modifications are suggested for 52.241>11. 

11. Consistent with Comment 10 above. Section 41.004-2(a) 
should be amended as follows: 

Prior to executing a utility service contract, the 
contracting officer shall comply with Parts 6 and 7 
and subsections 41.004-l(d) and (e). In accordance 
with Parts 6 and 7, and if the contracting officer 
determines that the contract is not inconsistent 
with applicable State law governing the provision 
.' of electric utility service, agencies shall, conduct 
market surveys and perform acqiiisition planning 
in order to promote and provide for full and open 
competition. If competition for an entire utility is 
not available, tho market curvoy this process may 
be used to determine the availability of competitive 
soxirces for certain portions of the requirement. 
The scope of the term "entire utility service" 
includes the provision of the utility service 
capacity, energy, water, sewage, transportation, 
standby or back-up service, transmission and/or 
distribution service, quality assurance, system 
reliability, system operation and maintenance, 
metering, and billing. 

12. As noted above, federal agencies are required by § 8093 to 
acquire dectridty in a manner not inconsistent with applicable State law. 
State law frequently mandates the use of certain contract terms and 
conditions which have been filed with or approved by the appropriate State 
regulatory authority. As a result. State law may direct electric utilities and 
their customers to abide by certain filed terms and conditions which may be 
different from diose suggested by Section. 41 .007 and incorporated into a 
tendered contract pursuant to Section 41,004-1 (b). To accommodate this 
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potential conflict with State law, we recommend that Section 41.004-2(c) be 
amended as follows: 

When a non-electric utility supplier refuses to 
execute a tendered contract as outlined in 41.004- 

or an electric utility supplier refuses to execute 
such a contract for reasons other than that it 
contains terms or conditions inconsistent with 
applicable State law, the agency shall obtain a 
written definite and final refusal signed by a 
corporate officer of the supplier (or if unobtainable, 
documentation of any verbal refusal by a corporate 
officer) and transmit this document, along with 
statements of the reasons for the refusal and the 
record of negotiations, to GSA at the address 
'specified at 41*004-3(b). Unless urgent and 
compelling drcximstances exist, or in the case of an 
electric utility supplier unless the tendered contract 
contains terms and conditions which are 
inconsistent with applicable State law, the 
contracting officer shall notify GSA prior to 
acquiring utility services without executing a 
• tendered contract. After such notification, the 
agency may proceed with the acquisition and pay 
for the utility service imder the provisions of 31 
U.S.C 1501(a)(8)- 

13. Consistent with Comment 6, addressing Section 41.004- 
1(b), the second sentence of Section 41.004-2(e) should be d^ged to read as 
follows: 

The contracting officer shall take actions to execute 
a> any necessary bilateral written contract (see 41.004'^ 
1(b)) prior to expiration of the one-year period. 

14. Section 41.004-4, concerning GSA areawide contracts, does 
not recognize the limitations imposed by 1 8093. An agency in an area 
covered by an areawide contract may only acquire utility service under that 
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contract if such an arrangement is not inconsistent with State law. Therefore, 
Section 41. 004-4(a) should be amended as follows: 

GSA enters into areawide contracts (see 41.001) for : 
use by federal agencies in the acquisition of utility 
services. An agency in an area covered by an 
areawide contract shall acquire utility services 
xmder the areawide contract unless the agency 
determines that more advantageous rates or terms 
and conditions are available from another supplier 
under a separately negotiated contract; provided 
that in the case of electric utility services, neither 
the areawide contract nor the separately negotiated 
contract is inconsistent with applicable State law. 

" 15. Section 41.004-5(b)(l) should recognize that the number of 
available suppliers may be limited by State law. Therefore, the Section should 
be amended as follows: 

The number of available suppliers, or in the case of 
electric utility suppliers, the number of suppliers 
permitted by State law to serve the area in question; 

16. Section 41.004-5(b)(7) imposes an obligation on the 
contracting officer to make a subjective evaluation of a utility's intent 
without providing any objective criteria. In addition, the regulation fails to 
recognize that, in some circumstances, a facility may not be authorized under 
State law to satisfy its electric service requirements by, for example, wheeling 
power from an alternative provider. Many States already restrict the 
availability of so<alled "retail'' or "self-service" wheeling such as this. In 
order to correct these defidendes, we recommend that the proposed 
paragraph 7 be amended to read as follows: 

(7) In the case of utility service for which 
transportation services have been requested (and in 
the case of electric utility service, if under State law, 
the agency is allowed to acquire such service from a 
source which requires transmission services): (i) 
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any requests to the host utility for transportation or 
transmission services, (ii) the host utility's response 
to such requests, and (Hi) any rates for such 
transportation or transmission services quoted by 
the host utility. 

17. Since § 8093 provides no exemption for interagenqr 
agreements for the acquisition of . electricity. Section 41.004-6 should be 
amended to recognize this limitation: 

Agencies shall use interagency agreements (e.gv 
consolidated purchase, joint use, or cross-service 
agreements) to acquire when acquiring utility 
services or facilities from other Government 
agencies; provided that where such an acquisition 
" constitutes a retail sale of electricity under State law, 
it is not inconsistent with State law and shall 
comply with the policies and procedures of Subpart 
17.5, Interagency acquisitions under the Economy 
Act. 

18. Section 41.005(a)(5) should be modified as follows to 
clarify that the available sources of supply may be limited by State law: 

Identification of all available sources or methods of 
supply (which in the case of the procurement of 
electric utility services means identification of 
alternative sources, if any, for the provision of such 
service in a manner not inconsistent with State 
law), and an analysis of the cost etfectiveness of 
each, and a statement of the ability of each source to 
provide the required services, induding the 
location and a description of each available 
supplier's facilities at the nearest point of service, 
and the cost of providing or obtaining necessary 
backup and other ancillary services if not provided 
by a particular alternative source. 
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19. Section 41.006-1 provides for monthly invoice and annual 
contract reviews to, inter alia, "examine utility commercial markets for 
advantageous competitive resolicitations/' To avoid confusion about the 
appropriateness of such reviews in the case of electric utilities subject to the 
provisions of § 8093, and to reduce the Government's costs of performing 
needless reviews, this Section should be modified to add a sentence to the end 
as follows: . 

In the case of electric utility services, competitive 
resolicitations are only authorized when consistent 
with State law, and reviews of utility commercial 
markets should be undertaken only after it is 
determined that competition is not inconsistent 
with State law. 

' 20- Section 41.006-2(a) provides that the acquiring agency shall 
deterniine whether any changed rate for utility services is ''reasonable, 
justified and not discriminatory/' Since the rates for retail electric service are 
governed by State regulatory commissions, imder § 8093 it is up to those 
commissions to make these detenninations, rather than the acquiring federal 
agency. Accordingly, this Section should be modified to add the following 
proviso at the end: 

; provided however that in the case of electric 
utility services^ the agency shall abide by the rates, 
terms and conditions of service as they may be 
changed from time to time by the applicable State 
regulatory body in accordance with State law. 

21- Section 41.006-2(c) also provides that "any rate change 
shall be made a part of the contract by contract modificatioiL" Typically the 
parties to electric utility service contracts agree that the governing rate shall be 
as approved by the public utility commission from time to time* It is 
tremendously wasteful and imduly time consuming to require that the 
contract actually be modified in writing for each State-approved change in 
rates, terms or conditions. Therefore, we suggest that the final sentence add 
the following proviso: * 



17 



Beverly Fayson 
23, 1991 



; provided however that in the case of electric 
utility services, the contract need not be modified in 
writing so long as the State^approved change in 
rate, terms or conditions is provided to the agency 
in xvriting by the supplier. 

22. As now written. Sections 41.007(a) and (b) could be 
interpreted to elevate the Government's terms and conditions above 
applicable State laws, rules, regxilations, and tariffs governing the provision of 
electric utility service. However, § 8093 (see 41 .004-1 (d)) clearly gives such 
State provisions complete precedence over these proposed federal contract 
terms and conditions, even if the State provisions are not mentioned in a 
contract. Indeed, 52.241*2(a) seems to recognize this situation. Therefore, 
Sections 41.007(a) and (b) should be modified as follows: 

; (a) Because the terms and conditions under which 
utility suppliers furnish service may vary from area 

> to area, the differences may influence the terms and 
conditions appropriate to a particular utility's 
contracting situation. To the extent that the terms 
and conditions under which electric utility 
suppliers furnish service are filed with or approved 
by a State regulatory body, or otherwise specified by 
State law or regulation, in accordance with Section 
8093 of the Department of Defense Appropriations 
Act of 1988, Pub. L. No. 100-202, such terms and 
conditions shall govern the contractual 
relationship, and shall be treated as if incorporated 
into the contract as of the date first entered into and 
as modified by the State regulatory body from time 
to time thereafter. To accommodate requirements 
that are peculiar to the contracting situation, this 
section prescribes clauses on a ^^substantially the 
same as*" basis (see 52.101) which permits the 

' contracting ofHcer to prepare and utilize variations 
of the prescribed provisions and clauses as 
appropriate. * 
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(b) Except in the case of electric utility service for 
which any term or condition is filed with or 
approved by a State regulatory body, or otherwise 
specified by State law or regulation, in which event 
pursuant to Section 8093 of the Department of 
Defense Appropriations Act of 1988, Pub. L. No. 100- 
202, those terms or conditions shall govern, ^ the 
contracting officer shall as appropriate insert in 

. solicitations and contracts for utilities services 
clauses substantially the same as the following: 

23. Sections 41-007(c) and (d) are apparently intended to be 
mutually exclusive, so that if one subparagraph applies the other does not. 
Subsection (c) calls for insertion of a certain dause when the Contractor is a 
regulated entity, while subsection (d) calls for a different clause when the 
Contractor is unregulated. However, a utility supplier may be a regulated 
entity but not necessarily for all electric service contracts. Therefore, the 
emphasis should be on which aspects of the contracted services are regulated. 
Accordingly, subsections (c) and (d) should be amended as follows: 

(c) The contracting officer shall insert a clause 
substantially the same as the clause at 52.241-6, 
Change in Rates or Terms and Conditions of 
Service for Regulated Suppliors Services, in 
solicitations and contracts for utility services -^^h^ 
tho utilit)T Gupplior io to the extent such services are 
subject to a regulatory body. 

(d) The contracting officer shall insert a dause 
substantially the same as the clause at 52.241-7, 
Change in Rates or Terms and Conditions of 
Service for Unregulated S ttpplioro Services, in 
solidtations and contracts for utility services 4¥hM> 
tho utilit)T oupplior io to the extent such services are 
not subject to a regulatory body. 

24. Section 41.007 should make it dear that the insertion of 
particular clauses should not be read as a bar to adding other clauses tiiat may 
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be needed under the circumstances. These additional clauses should be 
subject to negotiation between the parties. Accordingly, a new Section 
41.007(k) should be added as follows: 

(k) When appropriate to enhance the economy, 
efficiency, reliability or quality of service, the 
contracting officer shall have authority to add other 
clauses as the parties may agree. 

75. Section 52.241-1 on Conflicts appears to be a clause 
intended to avoid the "battle of the forms/' The dause attempts to rank: (1) 
terms in the main body of the contract (including the specifications), (2) terms 
in a rate schedule, rider, or other writing incorporated into the contract by 
reference or otherwise as an exhibit to the contract, and (3) terms in the 
Contractor's rules and regulations entirely external to the contract. 

As now written, however. Section 52.241-1 seems to overlook 
two key principles: (1) under § 8093 (see 41.004-l(d)), in the case of electric 
utility service, all applicable State laws and tari^, rules, and regulations filed 
with or approved by the State regulatory body take precedence over all terms 
of the contract (including the specifications), whether set forth in the main 
body or in an exhibit; and (2) a cardinal rule of contract interpretation that all 
clauses should be interpreted consistently with one another and that a 
priority nile should apply only when there is imavoidable conflict 

Therefore, Section 52.241-1 should be clarified as follows: 

The zvritings comprising the contract shall be 
treated as complementary and shall be interpreted, 
whenever possible, consistently tvith one another 
to achieve the parties* intent. To the extent of any 
inconcictoncy conflict among such writings, they 
shall take precedence in Ute following order: (a) 
bot^^oon the terms and conditions of this contract 
(including the specifications), (b) the terms and 
conditions in »d> any rate schedule, rider, or 
exhibit other writing incorporated in this contract 
by reference or otherwise as an exhibit, and (c) the 
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terms or any of the Contractor's rules and 
regulations not approved by the applicable 
governing regulatory body, tho tormc of thio 
contract ohall controL In the case of electric utility 
service, however, in accordance with Section 8093 ' 
of the Department of Defense Appropriations Act of 
1988, Pub. L. No. 100^202, the terms and conditions 
filed with or approved by the State regulatory body, 
and all applicable State laws, and tariffs, rules, and 
regulations filed with or approved by the State 
regulatory body, whether or not expressly 
incorporated into the contract, shall take precedence 
over the -writings described above in subsections (a), 
(b),and(c). 

. These changes coincide with Section 52.241-2(a), which requires 
the Government to purchase utility services in accordance with the approved 
tariffs, rules, and regulations of the applicable governing regulatory body. 

26. Section 52.241-2(b) permits suppliers to discontinue 
service at the end of a contract- Electric utilities are specifically required by 
State law to provide service to all appropriate persons. This Section as 
worded would permit a violation of State law in contravention of § 8093 (see 
41.004-l(d)). Therefore, Section 52.241-2(b) should be clarified as follows: 



(b) Except as otherwise required by State law with 
regard to the provision of electric utility service, I it 
is expressly understood that neither the Contractor 
nor the Government is under any obligation to 
continue any services beyond the term of this 
contract- 

27. Section 52*241-2(c) requires that the supplier provide the 
agency with copies of all proposed changes in rates, terms or conditions 
concurrently with the filing of such proposals. This exceeds the requirements 
of State law in most cases, will be very burdensome to utilities with many 
federal facility customers, and is xumecessary because under State law all 
affected parties, particularly customers, are provided ample notice of the 
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proposals in accordance with State procedures. The Government would no 
■ doubt be unwilling to waive its right to full compliance with these governing 
State procedures, and accordingly, it should be willing to abide by them as 
sufficient. There is no evidence that these procedures are deficient to provide 
timely notice. For these reasons, the second clause of Section 5Z241-2(c) 
relating to notice of proposed changes should be deleted. 

28. Section 52.241-3 on Change in Class of Service provides 
for the lowest available rate in the event of changes in dass of service. This 
requirement should be limited to changes in class of service in the same 
vicinity and under similar conditions of use. In addition, the requirement 
should be clarified to specify its effective date. Accordingly, the Section 
should be amoided to read as follows: 

(a) In the event of a change in the dass of service 
. such service shall be provided at the e Contractor's 
- lowest available rate schedule applicable to the dass 
of service furnished in the same vicinity, and 
under substantially the same conditions of use and 
service. Such applicability shall be determined 
from and after the date when the change in the 
class of service first becomes effective, 

29. Concerning Section 52.241-4 on Contractor's Fadlities, 
each party to the contract should be responsible for its own acts and 
omissions. Neither party should be responsible for the other's acts or 

♦ omissions that cause loss, damage, or other injury. Therefore, the last 
sentence of Section 52.241-4(a) should be changed as follows, and a new 
sentence should be added at the end* 

(a) The Contractor, at its ecpense, shall furnish, 
install, operate, and maintain all facilities required 
to furnish service hereunder to, and measure such 
service at Ae point of delivery specified in the 
Service Specifications. Title to all such fadlities 
shall remain with the Contractor and the 
Contractor shall be responsible for all loss or 
damage to such facilities caused by the Contractor's 
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acts or omissions. The Government shall be 
responsible to the extent that loss or damage to such 
facilities has been caused by the Government's acts 
or omissions. 

30. Concerning Section 52.241 -4(b), emergency and near 
emergency circumstances may make it all but impossible to obtain the prior 
approval of the Contracting Officer before .the Contractor must act on the 
facilities. Also, the Contractor should be required to assume liability only for 
the acts and omissions of the Contractor. Finally, the Contractor should not 
be responsible for transactional-type taxes incurred by the Government in 
connection with the procurement of utility services. Therefore, the first and 
last sentences of Section 52.241-4(b) should be changed as follows: 

(b) Notwithstanding any terms expressed in this 
"clause, the Contractor shall whenever reasonably 
possible during nqn^emergency circumstances 
obtain approval from the Contracting Officer prior 
to any equipment installation, construction, or 
removal. The Government hereby grants to the 
Contractor, free of any rental or similar charge, but 
subject to the limitations specified in this contract, a 
revocable permit or license to enter the service 
location for any proper purpose under this contract. 
This permit or license includes use of the site or 
sites agreed upon by the parties hereto for the 
installation, operation, and maintenance of the 
facilities of the Contractor required to be located 
upon Government premises. All taxes (other than 
sales or other transactional taxes) and oitier d^ai^es 
in connection therewith, together with all liability 
caused by the acts or omissions of the e Contractor 
in the construction, operation, or maintenance of 
6uch facilities, shall be assumed by the Contractor. 
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31. Concerning Section 52.241 -4(d), the Contractor should not 
be forced to keep his facilities in place indefinitely. Moreover, upon removal, 
premises can almost never be restored to their "original" condition, especially 
if the Government has also made substantial changes to the site. Therefore, 
Section 52.241-4(d) should be changed to read as follows: 

(d) Such facilities shall be removed and 
Government premises restored as near as 
practicable to their original condition, ordinary 
wear excepted^ by the ^ Contractor at its expense 
within a reasonable time after the Government 
revokes or terniinat£5M»-^ this contract. In 
the event such termination of this contract is due to 
the fault of the Contractor, such facilities may be 
retained in place at the option of the Government 
; w^/or a reasonable time while the Government 
attempts to obtain elsewhere service comparable to 
that provided for hereunder ic obtainod oloowhoro i 

32. Concerning Section 52.241-5 on Service Provisions, 
subsection (a) on Measurement of Service mandates conjunctive billing for 
multiple meters at a single location. However, it may be beneficial in some 
cases for the Government to choose not to receive totalized billing. The 
Government should have the freedom to choose the most advantageous 
available billing option when consistent with State law. Therefore, the 
second sentence of Section 52.241 -5(a) shoiild be changed to say: 

When more than a single meter is installed at the 
service location, the readings thereof may be billed 
conjimctively if appropriate and consistent with 
applicable State laws, regulations and safety codes. 

33. Also concerning Section 52.241-5, the Government's 
request for testing should be subjected to a reasonableness standard. 
Therefore, the opening sentence in Section 52.241-5(b)(2) should be changed to 
say: * 
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(2) At the reasonab/e written request of the 
Contracting Officer, the Contractor shall make 
additional tests of any or all such meters in the 
presence of government representatives. 

The particular standards for metering addressed in this Section 
52.241-5 should be the subject of negotiation between the parties, subject to 
State rules and regulations in the case of electric utility service. 

34. Similarly, concerning Section 52.241-5(d)(l), the 
Contractor should have available not only the traditional legal excuse of 
"force majeure/' but also the modem notion of commercial impracticability. 
Therefore, Section 52.241 -5(d)(1) should be changed as follows: 

(1) The Contractor shall use reasonable diligence to 
.provide a regular and uninterrupted supply of 
service at the service location, but shall not be liable 
for damages, breach of contract or otherwise to the 
Government for failure, suspension, diminution, 
or other variations of service occasioned by or in 
consequence of any cause beyond the reasonable 
control (physical, economic, governmental action, 
or otherwise) of the Contractor, including but not 
lixnited to acts of God or of the public enemy, fires, 
floods, earthquakes, or other catastrophe, strikes, or 
failure or breakdown of transn:ussion or other 
facilities; Provided that when any such failure, 
suspension, diminution, or other variation of 
service shall aggregate more than one hour during 
any period herexmder, an equitable adjustment 
shall be made in the monthly billing specified in 
this contract (including the minimum monthly 
charge), if in the case of electric utilities such 
adjustment is not discriminatory or ofhetwise 
inconsistent with State law. 

35. AU of Section 52^41*5M)(2) should be deleted because \he 
Contractor should not be forced to assume the risk of force majeure affecting 
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the Government's usage of utility services. This risk should fall solely upon 
the Government. This allocation of risk is also prevalent in the private 
commercial area, where a supplier of goods or services does not assume the 
risk of a buyer's inability to enjoy the goods or services which the supplier is 
otherwise ready, willing, and able to provide. For example, the tenant of a 
commercial warehouse does not get a reduction in rent just because business 
is so slow that he cannot use the warehovise to capacity for 15-day periods or 
longer. 

Moreover, in the case of regulated electric utilities, the 
Contractor's filed tariffs, as well as other applicable laws and regulations, 
assume that the Contractor will not have to bear the Government's force 
majeure risks. If force majeure were redefined in this imusual manner, 
remaining electric utility customers could be forced to bear the risks of the 
Government's inability to utilize the contracted electric service. This would 
likely be inc&nsistent with State law and hence violate § 8093. 

36. Consistent with Comment 23 above. Section 52.241-6 on 
Change in Rates or Terms and Conditions oif Service for Regulated Suppliers 
should be revised to emphasize regulated services rather than suppliers. 
Also, the Contractor should not have a double compliance burden on giving 
notice. As long as the Contractor complies with State-law requirements, the 
Government will be protected. Therefore, Section 52.241-6(a) and the whole 
Section's heading should be changed as follows: 

6 52.241>6 Change in Rates or Terms and CondiHons 
of Service for Regulated Siippliero SerotMs 

Change in Rates or Terms and Conditiofts of 
Service for Regulated SiapplicrB Serpic^s 

(a) This Section 52241-6 shall apply to the extent 
that & services furnished tmder this contract are 
subject to regulation by a regulatory body. The 
Contractor agrees to give the Contracting Officer 
written notice of the filing df an application for 
change in rates or terms and conditions of service 
concurrently with the filing of the application. 
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. Such notices shall fully describe the proposed 
change if, during the term of this contract, the 
regulatory body having jurisdiction approves any 
changes, the Contractor shall forward to the 
Contacting Officer a copy of such changes within 15 
days after the effective date thereof- The Contractor 
agrees to continue furnishing service under this 
contract in accordance with the amended tariff, and 
the Government agrees to pay such service at the 
higher or lower rates as of the date when such rates 
are made effective. An electric utility Contractor's 
compliance with State law governing notice shall 
constitute that Contractor's compliance with the 
notice provisions of this subsection (a). 

: 37. Section 52.241-6(b) is a "most favored nation" clause. This 
clause is not common in the electric utility industry, even with large electric 
customers. Moreover, it raises potentially serious questions of equity with 
respect to other customers whose terms of service do not include such 
preferred status. For example, a public utility commission may approve 
special incentive rates to stimulate new job creation or economic 
development within the State. The commissions shoxild not be forced to 
offer these same incentive rates to all existing federal customers. Indeed, such 
a requirement would violate the mandate of § 8093. Accordingly, we 
recommend that the clause be deleted from the list of prescribed clauses at 
least as applied to electric utility service. 

38. In the alternative, in the event that the Government 
retains the "most favored nation" concept in 52.241 -6(b), a more balanced 
approach should at least be adopted for electric utilities covered by § 8093 as 
indicated in the following: 

(b) The Contractor shall actively assist the 
Government in selecting the most favorable 
applicable rate schedulers), based on Ute class and 
dtaracter of service provided during the term of 
this contract, as compared to service provided other 
customers horoby roprooontg and warrants that 
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ciiiTontly and during tho lifo of thio contract tho 
applicable publighod and unpubliohod rato 
cchodulo(o) Ghall not bo in oxcocc of the lowoct 
publichod and unpublichod rato ochodttlo(c) 
availablo to any other cuotomorp of tho oamo cla6c> 
in the same vicinity, and under oimilar 
substantially the sam^ conditions of use and 
service. The Government shall make the selection 
of rate schedule* In the event that a lower rate is 
found to be applicable, then the terms of the tower 
rate shall apply prospectively. 

39. Section 51241-6(c) also contradicts § 8093 (see 41.004-1 (d)). 
Moreover, the phrase "inconsistent with" is overbroad and would nullify 
many regulations that would not contradict the operation or effect of Federal 
provisions. • Therefore, Section 52.241-6(c) should be modified as follows: 

(c) In d\e event that the regulatory body 
promulgates any regulation concerning matters 
other than rates which affects this contract, the 
Contractor shall immediately provide a copy to the 
Contracting Officer. An electric utility's compliance 
with State laws governing notice shall constitute 
compliance with this notice requirement. Except 
for acquisitions of electricity, as required by Section 
8093 of the Department of Defense Appropriations 
Actofl988,Pub. l.No.t00-202,Zthe Government 
shall not be bound to accept any new regulation 
inconcictont with titat contradicts Federal laws or 
regulations. 

40. Concerning Section 52.241-6(d), a change is needed to 
accommodate contract changes initiated privately between the parties rather 
than by the regulatory body gbvcniing the Contractor. Therefore, the last 
sentence of Section 52.241-6(d) should be changed as follows: 

■* 

(d) Except for acquisitions of eUctricity, as required 
hy Section 8093 of the Department of Defense 
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Appropriations Act of 1988, Pub. L. No. 100-202, A 
any changes to rates or terms and conditions of 
service shall be made a part of this contract by the 
issuance of a contract modification. The effective 
date of the change shall be the effective date set by 
the regulatory body or the effective date of the 
modification^ whichever is earlier. 

41. Consistent with Commente 23 and 36, Section 52.241-7 on 
Change in Rates or Terms and Conditions of Service for Unregxilated 
Suppliers should be revised to emphasize unregulated services rather than 
suppliers. Therefore, Section 52.241-7(a} and the whole Section's heading 
should be changed as follows: 

§ 52.241.7 Change in Rates or Terms and Conditions 
of Service foT Unregulated SupplicTC Seroices 

Change in Rates or Terms and Conditions of 
Service for Unregulated Supplioro Services 

(sl) This Section 52241-7 applies to the extent 
services furnished under this contract are not 
subject to regulation by regulatory body. After 
(insert date), either party may request a change in 
rates or terms and conditions of service, unless 
otherwise provided in this contract. Both parties 
agree to enter in negotiations concerning such 
changes upon receipt of a written request detailing 
the proposed changes and specifying the reasons for 
the proposed changes. 

42. Section 52.241-7(b) is essentially a "most favored nation " 
clause. We recommend that it be deleted for the reasons set forth in 
Comment 37. In the alternative, if the Government retains the concept, it 
should be amended as recommended in Commeit 38. 

43. Section 52.241-8(a) de^nes "connection charge" to mean 
dther the estimated cost less agreed salvage value, or the actual cost less 
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salvage value, whichever is less. However, the cost of removal will often 
exceed salvage value. As a result, the charge should be defined as: the 
estimated cost of installation less agreed salvage value plus estimated cost of 
removal, or the actual cost of installation less agreed salvage value plus the 
actual cost of removal, whichever is less. 

44. Concerning Section 52.241-8 on Connection Charge, 
certain changes are needed to clarify the cost reimbursement for Contractor- 
installed facilities and to make this dause consistent with Section 52.241-4(b). 

Subsection (a) contemplates that the Government pays the net 
cost of new facilities as a "coxmection charge," while subsection (c) 
contemplates that the Contractor provides the Government a credit to pay off 
all of this cost. Generally, State law and public utility conunission practice 
requires that the electric utility customer pay for the costs of specialized 
facilities needed to meet its service requirements, such as a substation. Public 
utility commissions generally have a strong State interest in asstiring that 
other customers are not indirectly required to subsidize the cost of such 
facilities dedicated primarily to serve one customer. As a result, subsection (c) 
dealing with credits, and the related references elsewhere in Section 52.241-8 
to changes in the credit arrangements in various circumstances, should all be 
deleted as they relate to the provision of electric utility service. 

In addition, the Contractor should be required to assume liability 
only for the acts and omissions of the Contractor and should not be liable for 
the Government's transactional taxes. Therefore, the last sentence of Section 
52.241 -8Gd) should be changed as follows: 

(b) Ownership, operation, and maintenance of new 
facilities to be provided. The facilities to be 
supplied by the Contractor imder this clause, 
notwithstanding the payment by the Government 
of a connection charge, shall be and remain the 
property of the Contractor and shall, at all times 
during the life of this contract or any renewals 
thereof, be operated and maintained by the 
Contractor at its expense. All taxes (other than sales 
or other transactional taxes) and otiier charges in 
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connection therewith, together with all liability 
aricing out of caused by the acts or omissions of the 
Contractor in the construction, operations, or 
maintenance of such facilities, shall be the 
obligation of the Contractor. 

45. Line 7 of Section 52.241-8(c)(2) should be changed to read 
"by direct means of these facilities." Without this change, the notion of 
multiple-use facilities is unbounded. The addition of the word "direct" 
prevents the language from being overbroad: 

(2) In the event the Contractor, before any 
termination of this contract but after completion of 
the facilities provided for in this clause, serves any 
customer other than the Government (regardless of 
.'whether the Government is being served 
simultaneously, intermittendy, or not at all) by 
direct means of these facilities, the Contractor shall 
promptly notify the Government in writing. 
Unless otherwise agreed by the parties in writing at 
that time, the Contractor shall promptly accelerate 
the credits provided for under subparagraph (c)(1) 
of this clause, up to 100 percent of each monthly bill 
until there is rounded the amoimt that reflects the 
Governments connection costs for that portion of 
the facilities used in serving others. 

46. Concerning Section 52.241-8(d), a change is necessary to 
clarify that completion costs include both direct and indirect costs reasonably 
allocable to completed work through the time of termination. Therefore, a 
sentence should be added to the end of Section 52.241-8(d) as follows: 

(d) Termination before completion of facilities. 
The Government reserves the right to terminate 
this contract at any time before completion of the 
facilities wi^ respect to; whidi the Government is 
to pay a connection charge. In ti\e event the 
Government exercises this right, the Contractor 
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shall be paid the cost of any work accomplished 
prior to the time of termination by the 
Government, plus the cost of removal, less the 
salvage value. ^'Cosf shall include direct labor and 
material costs, reasonable overheads, reasonable- 
administrative expenses, and reasonable profit on 
work completed through the time of termination, 
including any applicable non^refundable service 
charge. 

47. Lines 2-3 of Section 52.241-8(e)(l)(i) should be changed to 
say "by direct means of such facilities." The same reasoning applies here as 
for Section 52.241 -8(c)(2), consistent with Comment 45 above. Without this 
change, the notion of multiple-use facilities is unboxmded. The addition of 
the word "direct" prevents the language from being overbroad: 

(i) If, during such twelve month period, the 
Contractor, serves any customer by direct means of 
such facilities, the Contractor, shall, in lieu of 
allowing any credits, promptiy notify the 
Government in writing. Unless otherwise agreed 
by the parties in writing at that time, the Contractor 
shall pay the Government during such period 
installments in like amoimt, manner, and extent as 
the aedit provided under paragraph (c) of this 
clause before such termination, and 

48. Section 52.241-8(e)(2) leaves an interpretive gap between 
the time prescribed for Contractor removal, and what happens to the facilities 
if they remain in place beyond that period Accordingly, we reconunend tiiat 
the phrase ''within twelve months'' in paragraph (2) be deleted. 

49. In line 3 of Section 52.241-9(d), a typographical correction 
should be made changing "contractor** to "Contractor" 
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• (d) Monthly facility cost recovery rate. The 
monthly facility cost recovery rate which the 
Government shall pay the ^Contractor whether or 
not service is received is - 

50. Section 52.241-9 dealing with Termination Liability 
should be conformed to oxir suggestion to modify Section 52.241-8(a) 
regarding calculation of the connection charge. See Comments 43 and 44. 

51. Section 52.241 -10(a) on Multiple Service Locations should 
be changed to recognize that in many States the public utility commission 
regulates the number and arrangement of the points of delivery of electric 
utility service for safety reasons, among others. Since § 8093 requires that 
procurement of electric utility service be consistent with State law, the 
proposed regulation must be amended to conform with this requirement. In 
addition, a change is necessary to make it clear that the parties must agree 
before the Contractor could be forced to supply imantidpated locations merely 
by changing the points of delivery under the contract. Therefore, Section 
52.241-10(a) should be changed as follows: 

(a) At any time by written order, the Contracting 
Officer may designate any location within the 
service area of the Contractor at which utility 
service shall commence or be discontinued. The 
contract shall be modified in writing, by adding to 
or deleting from the Service Spedtications, the 
name and location of the service, spedfying any 
different rate, the point of delivery, different service 
specifications, and any other terms and conditions, 
all as agreed by fhe parties. In accordance with 
Section 8093 of the Department of Defense 
Appropriations Act of 1988, Pub. L. No. 100-202, any 
and all changes in service locations, including 
nnthout limitation any different rate, the point of 
delivery, different service specifications, and any 
other terms and conditions vnth respect to 
provision of electric utility service shall be 
consistent vnth all applicable State laws. 
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regulations, rulings, tariffs, decisions, and safety 
code requirements. 

52. In line 1 of Section 52.241-10(b), the word "minimum" 
should be deleted and "applicable" should be inserted; this change is necessary 
because the pertinent monthly charge may not necessarily be a "minimum" 
charge: 

(b) Th o minimum applicable monthly charge 
specified in this contract shall be equitably prorated 
from the period in which commencement or 
discontinuance of service at any service location 
destination designated imder the Service 
Specifications shall become effective* 

'53. In accordance with the earlier reconunendation in 
Comment 10, and in keeping with the type of certifications required by the 
FAR for similar purposes (see, e.g .. FAR 52.203-8, 'Tleqmrement for 
Certification of Procurement Integrity/' and FAR 52.209-5, "Certification 
Regarding Debarment, Suspension, Proposed Debarment, and Other 
Responsibility Matters"), the representation set forth in Section 52.241-ll(a) 
relating to compliance with the mandate of § 8093, should be amended to read 
as follows: 

(a) The undersigned Vice President of the Offeror 
corporation, or person of comparable authority in 
an unincorporated entity, hereby certifies that to the 
best of his knowledge and belief \he Qfferor^s sale of 
electricity in accordance with the terms and 
conditions of this solicitation is [ ] io not consistent 
with Section 8093 of the Department of Defense 
Appropriations Act of 1988, Pub. L. No. 100-202 
Public Law 100 - 203; coction 8 093 as evidenced by the 
attached order of the applicable regulatory body of 

the State of ; and as 

reported in paragraph (b) below. 
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TTixs certification concerns a matter within the 
jurisdiction of an agency of the United States and 
the making of a false, fictitious, or fraudulent 
certification may render the maker subject to 
prosecution under Title 18, United States Code, 
Section 1001, 



EEI would be pleased to have the opportunity to meet with FAR 
representatives as appropriate to further explain these comments. 

Respectfully submitted, 

/ w . ■ '•• • 
Robert L. Baum 

General Counsel and Executive 
Vice President, Policy and Issues 

cc Mr. Charles Lloyd 

Defense Acquisition Regulatory System 
1211 S. Fern Street 
Arlington, VA 22202 
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Ms, Beverly Fayson 
FAR Secretariat 

General Services Administration 
Room 4041 

18th and F Street, N.W. 
Washington, D*C. 20405 

Dear Ms. Fayson: 

In regard to your proposed rule, FAR Case 91-13, PART 41- 
ACQUISITION OF UTILITY SERVICES, we ask that the enclosed 
comments be considered. The Department of Agriculture, Rural 
Electrification Administration (REA) , as a secured lender to many 
rural electric cooperatives, has a strong interest in the 
financial condition and financial actions of these borrowers. 
Specifically, REA opposes the proposed rule in 52.241-13, 
paragraphs (b) and (c) , Capital Credits. 

(1) In paragraph (b) the cooperative would have to furnish 
information on capital credit allocations within 60 days after 
the close of the cooperative's fiscal year. Many cooperatives do 
not have the staff resources to complete the required financial 
data and to allocate capital credits to all members within 

60 days of the end of the fiscal year. We recommend that any 
such rule be stated in terms that would require the information 
be furnished at the same time that such information is furnished 
to other members of the cooperative. 

(2) The rule proposed in (b) would also require that the 
cooperative "...state the amount of capital credits to be paid to 
the Government and the date the payment is to be made." As we 
comment below in regard to paragraph (c) , REA opposes this 
proposal. In paragraph (c) the cooperative would be required to 
make payment of capital credits to the Government upon 
termination or expiration of. the contract. REA has in its loan 
security documents, specifically Section 16, Article II of the 
typical Mortgage, limited the amount and timing of capital credit 
distributions by a borrower. Simply stated, without approval in 
writing by the mortgagees, the borrower may not make 
distributions of capital credits of more than 25 percent of prior 
year's margins if after such distributions the borrower's equity 
would be less than 40 percent of total assets. This limitation 
is neede.d for loan security purposes. In addition, where a 
contract is made for an electric loa<f whose demand is expected to 
exceed 1,000 kilowatts, written apprbval of the mortgagees is 
normally required. Contract terms as would be required under 
proposed (b) and (c) would not be acceptable to REA. Contract 
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terms as proposed in (b) and (c) would be discriminatory and 
would be prohibited by the provisions of many cooperative bylaws 



We are enclosing copies of REA Bulletins 102-1 "Capital Credits- 
Consumer Benefits," and 102-2 "Waiver of Security Instrument 
Provisions Relating to Certain Retirements of Capital by 
Distribution Borrowers," dealing with capital credits, and a copy 
of Section 16, Article II, of the REA Mortgage. 



and articles of incorporation. 
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Reprinted April 1974 

with Appendix B August 28, 1974 



CAPITAL CREDITS - 
CONSUMER BENEFITS 

iiiiiiuiiiiiiiiiiiniiiniiiiiiH 



<UIAt mCTKmCATION A0MMI$TltATION«U4. DfPARTMBlT Of AORtCUlTUR! 



UNITED STATES DEPARTMENT OF AGRICULTURE 
Rural Electrification Administration 

March 5, 1964 

TO : Boards, of Directors of Electric and Telephone Cooperatives 

SUBJECT: Capital Credits and Related Consumer Benefits 



REA has made important changes in its capital credit recommendations. 
We believe these merit the careful attention of your cooperative. These 
changes have been developed with the exceUent help and cooperation of 
representatives from NRECA and NTCA. The basic objective behind these 
changes is to encourage active support and participation of member patrons 
in the affairs of the cooperative and to provide them with maximum bene- 
fits from its operation. These changes are set forth in detail in a revised 
REA Bulletin. A summary of these changes and the reasons why they are 
being made follows. 

The unique position of electric and telephone cooperatives in the field of 
utility service is inescapably dependent upon their inherent characterise 
tics as consumer -owned, nonprofit organisations. Their rightful claim 
to exemption from the usual pattern of utility regulation is based essentially 
on the fact 'that the consumer, the owner and the equity investor are one 
and the same, and consequently there are not the usual third party rights 
that require protection by regulatory agencies. Their income tax treat- 
ment is based on the fact of cooperativet nonprofit, operation* 

It is important to preserve, within reasonable administrative limits, the 
essential identity of consumer, owner and equity investor. The revolving 
of capital on a systematic first in, first out basis provides an equitable 
method whereby each patron furnishes for a period of time his fair share 
of the capital needed by the cooperative and then has it returned to him as 
new capital is supplied in subsequent years. This results in a very desir- 
able situation in that to the maximum possible extent the capital will be 
owned by the current member -patrons who are primarily concerned with 
the operations of the cooperative. Their active support and participation 
are of vital importance to the continued success of the cooperative as a 
member -owned and controlled enterprise. 

Clear recognition of the nature of capital credits, including actual retire- 
ment as it is deemed proper, is also a critical factor in maintaining the 
essential position of the cooperative as a nonprofit organization. 

The bylaws of a number of cooperatives provide that no retirements shall 
be made if after the retirement the capital would be below 40 percent of 
total assets. In view of the comprehensive financial planning by cooperative 
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borrowers, this bylaw net worth provision is considered unnecessary and 
may be in conflict with their current objectives. REA therefore recom- 
mends the elimination of the net worth restriction on retirements from 
the capital credit bylaw. ' A number of borrowers have alread/ eliminated 
this provision* 

The amount and timing of capital retirements should be determined by 
each board on the basis of the cooperative's overall financial plan, de- 
veloped as recommended in REA Bulletins on fixiancial planning. (REA 
Bulletin 105-4 dated May 12, I960, is cancelled and a revision will be 
issued shortly.) By using the financial plan, the board can ascertain what 
retirements of capital are consistent with the current objectives of the 
cooperative, including those relating to working capital, reserve funds, 
rates, and net worth. 

The revised bylaw provides that the so-called non*operating margins not 
needed for offsetting deficits will be included with the amounts furnished 
as capital and allocated to the patrons. The allocation of non-operating 
margins in this manner increases the patrons* capital credits, reduces 
their cost of service, and clearly establishes the interest of each patron 
in the cooperative's net worth. 

The offsetting of deficits or losses against non- ope rating margins is rec- 
ommended in order to avoid the carrying of deficits indefinitely on a 
cooperative's books. Up to this time any deficits incurred, usvially during 
the early years of operation, have remained on the books as a separate 
item notwithstanding the accumulation of net worth in later years. The 
revised bulletin now provides an orderly method for offsetting deficits. 
These offsets will not affect the cash position or change the net worth of 
the cooperative. 

The attached REA Bulletin 102-1 (Electric) and 402-3 (Telephone) and the 
accompanying capital credit bylaw provisions were submitted to the Inter- 
nal Revenue Service. It has advised that '*the information and recbmmen - 
dations set forth in the Bulletin and the proposed bylaw provisions do not 
appear to be in conflict with the position of the Service as based on 
applicable provisions of the Internal Re\enue Code and Regulations." 

In our judgment these capital credit recommendations provide a sound 
basic relationship between your cooperative and its member -patrons con- 
cerning the furnishing and retirement of capital. They deserve careful 
consideration by your cooperative. REA personnel will be glad to meet 
and discuss with your Board any aspects of the \ew bulletin and bylaw on 
which you desire more information. * 

Administrator '//"* 
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UNITED STATES DEPARTMENT OF AGRICULTURE 

HUHAL CLCCTnirtCATION ADMINISTRATION 
Wasminqton. O.C 20290 



AU6 2 8 ia74 

SUBJECT: Patronage Capital in Power Supply Cooperatives 
TO- Boards of Directors of Electric Cooperatives 



Attached is new Appendix B to REA Bulletin 102-1 (Electric): 402-3 
(Telephone), "Capital Credits - Consumer Benefits," dated March 5, 1964. 

This appendix provides alternatives to recommendations set out in 
Appendix A of the bulletin with respect to patronage capital in power 
supply cooperatives. It also contains proposed bylaw amendments for 
implementing the alternatives should the boards of directors wish to 
adopt them after .review by the cooperatives* attorneys for consistency 
%iith state law and for effect on any vested rights of patrons. 

The alternatives would permit: 

U * Distribution cooperatives to identify separately in their 
books and records and for patrons (a) that portion of their 
patronage capital ^ich is reinvested in a power supply 
cooperative and (b) the remaining portion of their patronage 
capital. 

2. Distribution cooperatives to coordinate retirements of 
patronage capital furnished by their patrons and reinvested 

* in a power supply cooperative with the power supply coopera- 
tive's retirement in cash of such patronage capital. This 
would also permit the distribution cooperatives to retire 
such patronage capital separately from their other patronage 
capital. 

3. Power supply cooperatives to use operating margins to offset 
and eliminate operating deficits of prior years. 

SATIS A. BAMIfi 
Idalnistrator 
Attacfaoient ■ * 
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SUBJECT! S, Information Returns - Treasury Department 
Form 1099— PATH 

TOt Electric and Telephone Cooperative Borrowers 

It appears that electric and telephone cooperative borrowers have 
been receiving in the mail copies of a new Treasury Department 
Form 1099— PATH t Statement for Patrons of Cooperatives, with 
instructions indicating that this form is required for each person 
to whom patronage dividends and other distributions, described in 
section 6044(b) of the Internal Revenue Code, aggregating $10 or 
more» have been paid by the cooperatives* 

In this connection it should be noted that section 1.6044~2(b) (2) (Ui) 
of the Internal Revenue Regulations exempts from the reporting require- 
ments any corporation operating on* a cooperative basis which is 
engaged in furnishing electric energy, or providing telephone service, 
to persons in rural areas « Under this section of the regulations, 
it would appear that neither exempt nor nonexempt rural electric 
and telephone cooperatives need file Treasury Form 1099^-PATR, 
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UMTTED STATES DEPARTMENT OF AGRICULTURE 
Rural Electrification Admlniistration 

March 3. 1^6^ 
Su^ersedei r/£5/59* 

REA BULLETIN 102-1 (Electric) 
REA 5ULIZTIN UQ2>1 (Telephone) 

SUBJECT: Capital Credits - Consumer Benefits 

I. Purpose : To set forth recommendations for electric and telephone 
cooperative borrowers concerning capital credits and related con- 
sumar benefits. 

II* General s 

The Rural Electrification Administration and its cooperative 
borrohrers have a special concern that the cooperatives oper- 
ate on a non-profit basis and provide maximom benefits for 
their cons\imers. Non-profit operation also facilitates the 
furnishing of area-wide dependable service at the latest pos- 
sibxe cost in keeping with the objectives of the Rural Elec- 
trification Act, 

Effective bylaws ^ policies and practices concerning capital 
credits are essential in providing maximm. consumer benefits 
and in encouraging active nenber participation in a coopera- 
tive •s affairs* 

Borrowers are responsible for informing REA of changes in 
bylaws, policies or practices concerning capital credits, in- 
cluding proposed general retirements of capital or other cash 
distributions to patrons. (See REA Bulletin 100-2: ^3-3) 

III, Pftlicv and Recommen dations: 

A. REA reconmends that each cooperative bprrcwer operate under 
capital credit bylaws whereby all amounts received in excess 
of losses, costs and expenses will be included in the patrons* 
capital credit accounts. The bylaws should clearly establish 
an agreement between the cooperative and its members and pa- 
trons that: 

1. amounts paid in excess of costs and expenses of providing 
service are furnished as capital; 

2; such amounts will be determined annually on a patronage 
basis and credited to a capital account for each patron; 
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lurpose ; The appendix provides information and guidance to cooperative 
borrowers concerning capital credits and related consumer benefits as 
recommended in REA Bulletin 102*1: U02-3« It includes: 

1. A discussion of R£A recommendations for establishing effective 
capital credit wylaws, policies and practicwd to ass\ire non« 
profit operation and provide maximom benefit^ to consumers, and 

2. A recommended capital credit bylaw provision. 

Capital Credit Retirement s: Capital credits should \>e returned to pa- 
trons on a revolving basis as soon as it is determined that the overall 
financial condition of a cooperative permits. Capital credit retire- 
ments on a systematic, contixiuing plan are basic to good, cooperative 
functioning. Revolving the capital of a cooperative — retiring the 
older capital as new capital is supplied — encourages more active sup- 
port and participation in the cooperative's affairs by present members. 
This revolving process means that to the maxinun possible extent the 
capital will be owned the current member^patroMP who are vitally in- 
terested in the operations of the cooperative. Retirements of capital 
credits constitute tangible evidence to members and patrws that their 
cooperative is being operated on a non-profit basis and for their maxi- 
mum benefit. 

The bylaws of a number of cooperatives provide that no retirensnts si all 
be made if after the retirement the capital would b» below kC percent of 
total aesets. In view of the coiqprehensive financial planniOo coop* 
erative borrowers » this bylaw net worth provision is considered unnec- 
essary and may be in conflict with their current objectives. R£/i there- 
fore recommends the elimination of the net worth restriction on retire- 
ments trom the capital credit bylaw*. A number of borrowers have already 
eliminated this provision. 
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3* all other amounts received by the cooperative frcB Its 
op«x*ationd in excess of costs and expenses will be (a) 
used to offset any losses incxured during the current 
or any prior fiscal year and (b) to the extent not 
needed for that purpose, allocated on a patronage basis 
»nd included as a part of the capital credited to the 
accounts of patrons; 

4. each patron will ba notified annually of the amounts 
credited to his capital account; and 

5. capital credited to patrons will bs returned to then 
on a revolving basis vtimn the board deteminsa that the 
financial condition of tlie cooperative viU not be.La- 

^paired thereby. 



li. The amount and timing of capital credit retirements shou.. ^ 
be consistent with RSA mortgage requirements and the eoo^^rz^ 
tivn^s overall financial plan developed as reccennded ir. AEA 
Bulletins on financial planning. Particular attention sna;?lrl 
be given to such matters as working capital, reserve furr*.* , 
rates, financing capital additions, and net wortl). 

C. ranbers and patrons should be given full information coiu*«3rif 
ing capital credits to further their understanding and r.;^ 
port of the cooperative. 

D* The attached material includes app ropri ate bylaw provis u h 
and additional information concerning the reconnendations 
set forth above. 

Adndniatrator / 7^ 

▲ttaehnent 
App.ndlx ^ B 

Ihd«c 
CAPITAL CSEDirSt 

Conanmr 6.n.ilts 
MAiCI2IS mi CAFIXALt 

Capital Crwlits 
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the px-uvisioiw of the bylaws in effect at the time the rnargins '^re re* 
ceivea. Soto cooperatives, at the tixne they adopted capital credits,, 
took appropriate corporate action to assign and credit existing narglns 
on an equitable basis to their members and patrons, and elected to 
treat such margins as patronage capital subject to the same rights ani 
limitations as patronage capital furnished under the new capital credit 
bylaw. An analysis of any such corporate actions or former bylaw pro- 
^^sions would seem advisable before authorizing general retirements for 
a particular year or years. 

* Deficits and NoD^Ooerating riareins : Under capital credits , amounts 
£;^aid by patrons in excess of costs and expenses of providing service are 
paid in as capital and are credited to the capital accounts of the pa» 
tx^ons« Patrons* capital accounts are credited with the amounts of capi- 
tal paid in <)ach year even though deficits have been incurred during 
past years. The bulletin (paragraph lU A3) reconmends that all other 
amounts received by the cooperative from its operations in excess of 
costs and expenses, usually referred to as * noh«operating margins/- be 
allocated to patrons on a patronage basis to the extent that such non- 
operating margins are not needed to offset any losses incurred dxoring 
the current or prior years. 

Before any allocations of non-operating margins are made, losses shculd 
be deducted from these margins. This will enable the cooperative to 
(a) offset deficits in an orderly manner, and (b) account on a patron- 
age basis to its patrons for all amounts received from its operations 
in excess of costs and expenses. This means that any deficits will be 
systematically offset by non-operating margins and the patrons will 
always be credited with the capital they furnish the cooperative to- 
gether with other allocable amounts. This furthers the objective of 
providing patrons with maxiimim benefits from the overall operation of 
the cooperative. 

Hon-operating margins arise principally fran interest on Government 
bonds and savings accounts in banks and building and loan associations. 
Since a cooperative needs to maintain adequate funds f 6r Wertcing capi- 
tal and reserves for the conduct of the business, such as are rec<»i- 
mended by BEA in Bulletin 1-7: 300-5» it is only reasonable and in the 
best interests of both the cooperative and its patrons that an interest 
return on the funds be obtained until such tiae as the funds are actu- 
ally used. Inasnueh as these activities are a normal part of operations 
and are merely inelxlental to the primary purpose of furnishing electric 
or telephone service, it is desirable to assign such amounts to patrons* 
capital accounts on a patronage basis. This increases the consumer 
benefits tT<xi tte overall operations of the cooperative. 

There may also be other miscellaneous amounts received by the cooperative 
which may not be classified in the accounts as non-oporatlng i«vgihs. To 
the extent that tkiere is a practical and equitable basis for allocation, 
it is contenplated that these amounts will \m credited to the patrons* 
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to the problem of allocating to each consumer his proportionate part of 
one of the items of cost before arriving at the balance available for 
caoital credits. This and any other method which seeks to break down 
arv of the elements of cost on an equitable and reasonably determinable 
basis would appear to 'be proper. 

Where service is being rendered to various groups of consumers (such as 
iSStwIIs and comr-^cials) under different rata structures a«i Possi- 
blv^Ser different cost of service conditions, it may be appropriate in 
siL Sses that in the determination of the amounts of capital, if any, 
JS^ished iy such consu«rs, different approaches or factors be used for 
tSsi different groups of consumers. To conf ona to the princi^ of non- 
nrlf i-t ooeration! such determinations must be reasonably supportable by 
Sn^eJen^rln ?he cost of service to a«i the rates paid by such consum- 
liftS be reasonably designed to ascertain as accurately as possible the 
'a^Lnfs pLHy cor«uJ?^ in excess of the cost of service to those 



consumers e 



r^^r...^ .n .nd Tr '-^^r.. Cooperatives: General^, the Jg^jj^rt- 

^ '■ r^*. oAiLher tvDe of electric cooperative - uda: or axsxrx- 

capital J^J. f ctpitaliredited tfthe account of a dis- 

bution - would be the * .^^^^^tive is an investment by the dis- 
tribution 'cooperative by ^^^^^^^^^^Je G«r cooperative . This capi- 

. .e aistriBuwj,v . ^ r: *,w- G«r coooerative at the sane time it allo- 
credits assigned to by^e ^^^iS^^J^,^ ^ retiren«nt of capital 
cates otner capital. In ^fJf^'^iJS be treated by the distribution 
Zf^ll^']^.Ts^^e^^^^ otSr capital cx^its 

allocated to its patrons. 

- n _j Canltal credits of deceased patrons may be 

retired to racxj-xw* v»- with the board so long as they 

tlemnts <rf this ^ ^^^/^SJil^iSSor Some boanis have applied 
are made under a P^JJf^ ®* J^^JJ^ Slide out of turn although many 
a discount such retirements on a 100 

^^T«!if"^ii fJSJcill^Sition of the cooperative and the «c. 
percent basis, xne iinanc*- mature over the years are important 
^cted number of '^<l«»«*%l,^5tLf rSnSS pSicy. REA Bulletins 102-2 
Sctors to consider ^»^^^i;„*;;^;iSJ12rta^ a^unts and ki«is 
S'ar^;'s ::Tp«re^!trtrStJie^ntr5^pital credits of deceased 
patrons under specified conditions. 

■ ^ ^ Service* REX wcoBonends that patrons who discon- 

Patrnnn Who a preference on capital cr^it retire- 

:rrt^r^-- SSonor.ti J to ta^ service, either by way of 
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iiniBdiata eadh refunds or by applying capital credits agaixifrt unpaid 
billJ. Such a patron ia not entitled by the termination of hl3 ©exnrio^ 
to an ionediata capital credit refund. Hia credits normally would be 
paid off only at the tin the cooperative ia making a general retire- 
ment of credits for a particular year, either by cash or by offset 
against any unpaid bills. In the meantime his records is held as an in- 
active account. If a patron cannot be located throu^ his last knwn 
address when a general retirement is made, his capital credit record 
should be retained , and the cooperative can continue using the capital 
until it is called for by the rightful claimant. If a patron taradnp^ 
atashis service, he may uxxier the bylavs assign his capital credits to 
his successor in interest or occupancy • 

IncMa Tax Treatment of Electric and Telephone Ceonerativeai The Fed- 
eral income tax lav has long contained language exeinpting certain non- 
profit organizations and cooperatives firom the tax and these exeqption 
provisions have been continued, although rewritten and m od if ied in cer- 
tain respects over the years*. Section 501(c) (12) of the Internal Reve- 
nue Code of 195^* is the pro^idsion generally helH appli^^able to elec- 
tric and telephone cooperatives • 

It provides exeoption for: 

^'Benevolent life insurance associations of a purely local char- 
acter, sutual ditch or irrigation coopanies, mutual or coop- 
erative telephone companies, or like organisations; but only 
if 85 percent or more of the income consists of aaounts col- 
lected from sBobers for the sole purpose of meeting losses and 
expenses.'' 

Telephone cooperatives are specifically mentioned and electric coopera- 
tives are considered 'like organizations vithin the meaning of this 
language. Under applicable income tax regulations , tax exenption is 
not automatic and is recognized by the Internal Revenue Service only 
after a cooperative has filed an application therefor with the appro^ 
priate District Director of Internal Revenue. An organization that is 
authorized to pay or pays dividends on its stock or mitership fees as 
distinquished ftrom patronage refunds or capital credits wcwld not be 
eligible for exenption under Section 501(c) (12) according to the posi- 
tion taken by the Internal Bovenue Service. 

nbe Revenue Act of 1962, insofar as it affects the tax treatment of co-» 
cperativee anl their patrons, does not apply to either (a) electric or 
telephone cooperatives exesf^t under Section SOlie) (12) , or <b) preeen- 
tly taxable cooperatives vhlch are engaged in fumishiaj exectric en- 
ergy, or providing telephone service, to persons in rural areas. (Sec. 
:3ai(a) (2 UA) and (C) , Internal Revenue Code of 195*^^ as aaended by the 
Revenue Art of 1962) E3.ectric and telephone c o oper a tives and their pa- 
trons ax^, of cooree, still governed by the prevlcuely applicable lev. 
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Most electric and talephuiw cooi^rALivaa liave qualified- for exemption un- 
der Section 501(c) (L2) and exemption, once established, would continue in 
effect fron year to year as long as the cooperative meets the require- 
ments for exemption under this Section AiS an exempt organization, how^ 
ever, annual information returns (Form 990) are required. The information 
return calls for a report on changes in a cooperative's articles of incor- 
poration or bylaws, or any change in its method of operation in order th^t 
the effect, if any, of such changes upon the exeiT?)t status of the organi- 
zation may be determined. Compliance with articles and bylaws upon which 
exemption was granted is, of course , always essential.. 

VJhile as indicated above only one allocation would be made annually to 
each patron, care shoxild be taken to insxare that the cooperative's ac- 
counts will separately reflect the aspunta of all operating and non- 
operating margins. Such segregation of these respective items on the co- 
operative's books may not be significant so long as it remains exeopt from 
Fedbral income tax. However, if a cooperative does not have exenpt status 
or has lost it after having been exeiqpt for a period of years, only the 
amount of the allocations attributable to the operating margin would be 
deductible in computing the cooperative's taxable income. 

Income Tax Status of Capital Credits to Patrons : For the patron of an 
electric or telephone cooperative who uses service for only non-business 
purposes, capital credits would in no way enter into his Federal income 
^ax calculatiQns« They merely have the effect of reducing the cost of 
^the electricity or telephone sexnrice purchased for personal, living or 
*f aiiiily use . A patron of an electric or telephone cooperative who de- 
ducts all or a portion of his electric or telephcxie bill as a business 
expanse may, however, have his individual Federal income tax liability 
affected. The cash received by such a patron, when his capital credits 
are retired, should normally be reported as ordinary income in the year 
received but only in the same proportion that payments for service had 
previously been deducted as business expenses. Patrohs may have tax 
questions of an individual nature axxl these should be taken up by the pa- 
tron vri.th the Internal Reveniie Director for his district. 

IrforiTBtion to Patrons on Capital Credits and Notification of Capital 
Credited to Their Accoxints : REA recommends that members and patrons be 
given full information concerning capital credits. This is essential to 
good cooperative relations withi members and patrons and to their better 
understanding and support of the cooperative. It is equally important 
tliat oBobers and patrons be notified promptly of the amount of capital 

*An electric cooperative in Tennessee has, as a result of a decision of 
the U.S. Circtiit Court of Appeals in U.S. v. Pickwick fn^r/^y^g ffember ^ 
shin CflTPoratlon. 1^8 F (24) 272 (C.A. 6th, 19^) , been held exenpt un- 
der Section 101 (8) of tne Internal Revenue Code of 1939 (Section 
501(c) (U) of the 195^. Code) as an crgaxviution for the paromotion of 
social welfare. The Internal Revenue Service ^ however, does not agree 
with this-decision« Revenue Ruling 57-^, 1957-2 C«B« , 3I5. 
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credited to their accounts ea«^h year. Aa uanUal is rcL..:.ei to ?«a*ors, 
the cocoerative not. only should explain the paifii*snts to tr*: patrons but 
also should acquaint the local conminity of its actiu.. k%t\ vhy the p^J " 
rents ars being made. Infornation concerning each of thece acLiVUies 
enables the merijers, patrons and the entire community to have a better 
understaniing of the non-profit character of the cooperativ* and of the 
fact tha^ it is locally owned and operated to provide maxinaim benefits 
to its consumers. 

Pero.rn^rvied r^m tal Ct^\^ Provisions t The attached bylaw provi- 

sion entitled Non-Prof it Operation" inorporates REA recommendations set 
forth *n Bulletin i02-lt i«D2-3 and discussed in the Appendix A. To ef- 
fect these recononerxiations, the capital crtdit bylaw provision which many 
cooperatives have adopted would require amst.'iinent. Th* ctenges are in- 
dicated as fpllcws: 

1. Recomnended additions are shown in italics and narked by 
the word Addition'- in the margin. 

2. Recommended deletions are shown by a line crawn through 
tne words to be deleted and are marked by the word 
Oeletior. in the margin. 

In addition -o this provision, other portions of a cooperative's bylaws i 
may deal wita capital credits. These other provisions also help in 
clearly estaolishing the contractual relationship between the coopera- 
tive arri its members. For example, the provision obUgating each oea- 
ber to purchase service from the cooperative, and to pay therefor 
monthly at rates to be determined from tine to time by the board should 
also provirie that it is expressly understood that amounts paid by mem- 
bers in «ccess of the cost of service are furnished by members as capi- 
tal and each mentoer shall be credited with the capital so furnished as 
provided in the bylaws. The provision in some of the oldor electric 
cooperative bylaws to the effect that ^ termination of menfcership shall 
operate as a release of all right, title anfi interest of the menijer in 
the property or assets of the cooperative*^ must be deleted since, under 
capital credits, a former member would not lose the right to any capi- 
tal credited to his account while taking service merely upon termina- 
tion of his mentoership. He may cease to be a meiAer with voting rights 
but he would not forfeit his capital credits. In addition to the by- 
lax- there may be instances in which a cooperative's articles of in- 
coreiration include son or all of the provisions discussed above de- 
pending upon tne requirements of the incorporation statute. 

Cooperatives which haive not yet adopted capital credits should amend 
thS^laws to include the attached • Non-Profit Operation' provision. 
The wSa shown in italics should, of course, be included ard the wards- 
flaked for '-Deletion" omitted. Provisions. of their bylaws dealing with 
the disposition of revenues and receipts should «P«*i^ ^ 
Mw language would replace these prwlslons and estabUsh the basic 
SSrtractbetweeri the coo.^Jrative and its »«^r8; Iriad^tioo. other 
axBRiments of the bylaws may ^ necessary as indicated above. Appro- 
priate revlslei'S of articles of inco poratlon may also be neeessary. 



ARTICLE 

> 

"NON-PROFIT OPERATION 



SECTION 1. Interest or Dividends on Capital Prohi'blted « The 
Cooperative shall at all times he operated on a cooperative non-profit 
hasps' for the autual benefit of its patrons. No interest or dividends 
shall he paid or payable hy the Cooperative on any capital furnished by 
its patrons. 

SECTION 2. Patronage Capital in Con nection vlth Furnishing Electric 
EnerKV ♦ In the furnishing of electric energy* the Cooperative's oper- 
SlIS shall be so conducted that all patrons will through their patronage 
furnish capital for the Cooperative. In order to induce Patronage and to 
a^e th^t the Cooperative- will operate on a non-profit basis the Cooper- 
ative is obligated to account on a patronage basis to all Its patrons for 
Sl^;lnts received and receivable from the furnishing of electric energy* 
in excess of operating costs and expenses properly chargeable against the 
^nishlng of ilectrlc energy.* All such amounts in excess of operating 
c^?. l" expenses at the moment of receipt by the Cooperative are received 
vUh the undSstanding that they are furnished by the patrons as capital. 
Se Cooperative is obligated to pay by credits to a capital f 
each patron all such amounts in excess of operating costs and eayp^f 
?Je bJois Lfrecords of the Cooperative shall be set up and ^ept In such 
rLSer that at the end of each fiscal year the amount of capital, if any, 
so^S'sSfbJ each pat«n Is clearly reflected and _^ - J^Jf ' 

Tir^ate record to the capital account of each patron, and the Cooperative 
3h;ai wShS a^Lonable time after the close of the fiscal year notify 
ea^patron of the amount of capital so credited to his account. All such 
t^Srlf Sedtted to the capital account of any patron shall have the same 
^iSs ai though they had been paid to the patron In cash In pursuance of 
TJegL oblSSion Z do so and the patron had then furnished the Cooper- 
ative corresponding amounts for capital. 

All other amounts received by the CooperaUve from Us operatic^ « excess »/" 
..nenses s^l insofar as permitted by Um, ie (a) used to offset any losses Occurred ianng the 
t ''^^ "J^ oZ Ucal rear and (b) to the extent not needed for that purpose, aUocated to its 

^ capital credited to the accounts of patrons, as herein provided. 

In the event of dissolution or IKjoldation of the Coop«atlve, after 
*ii oSat^dlS InSwetoess of the Cooperative shall have been paid, out- 
all outstanding , ^ retired without priority on a pro rata 

^!St1SfoS aS JSSSslS^-Se^iJcount of property rights of members 
?f it^^lS^pJSTto dissolution or llqtaidatlon, the board of directors 

?hat the faanclal condition of the Cooperative vUl not 
jfiipJS:rS:«^! si Ultal then credited to patrons' accounts m.y be 

y por telephone cooperatives, the vor ds i-electrlc energy" should be changed 
to read "telephone service." 
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retired in full or In part. Any such retirements of capital shall be 
made In order of priority according to the year in vhich the capital 
was furnished and credited, the capital first received hy the Cooper- 
ative heing first retired. Ib a» e v e nt , bovovoii, 

»e> yotiyod ujiIqoo ^ aftey ^fee- ppopoood yot ijoaiinli ^ ^^be- QQpi1>el ^ 4be- 

Capital credited to the acco\int of each patron shall be assignable 
only on the books of the Cooperative pursuant to written instructions 
from the assignor and only to successors in Interest or successors in 
occupancy in all or a part of such patron »s premises served by the Cooper- 
ative unless the board of directors, acting under policies of general 
application, shall determine otherwise. 

Notwithstanding any other provision of these bylaws, the board of 
directors, at its discretion, shall have the power at any time upon the 
death of any patron, if the legal representatives of his estate shall 
request in writing that the capital credited to any such patron be 
retired prior to the time such capital would otherwise be retired under 
the provisions of these bylaws, to retire capital credited to any such 
patron innediately upon such terms and conditions as the board of di- 
rectors, acting under policies of general application, and the legal 
representatives of such patron •s estate shall agree uponj provided, how- 
ever, that the financial condition of the Cooperative will not be im- 
paired thereby. 

The patrons of the Cooperative, by dealing with the Cooperative, 
acknowledge that the terms and provisions of the articles of Incorporation 
and bylaws shall constitute and be a contract between the .Cooperative and 
each patron, and both the Cooperative and the patrons are bound by such 
contract, as fully as though each patron had individually signed a sepa- 
rate instrument containing such terms and provisions. The provisions of 
this article of the bylaws shall be called to the attention of each patron 
of the Cooperative by posting in a conspicuous place in the Cooperative's 
office. 

SBCtPION J % Patyoaa g e Hofundo 4a CQia e etloa Fu«ioW 4^ ^9»hey 

Ceyyleeo . 2a ev e a* 4pha* 4he Coop e rative oheuld engage iset «te b^te^ 
aes a ^ fugaishia g geeda <er e egviee e e * heg 4iMa e lee t rle eaeggy, <cdb^ 
MMiairta y e oelved <aB4 g eee lvabl e thagafyom -aapa lot ejtoeoo of eee^ 

aa d e Mp e aa e s pyop e ply nha i FfleabT e agalwnt ^hm fugaiohiag *e# m±eh geade 
aai^Hkeaa shall 1 woef ay aa jpemM^e^ %y Sraw, ba p ge ga ^ ed aastHtab^or 
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REA BULLETIN 102.2 



CUBu^CT: v/aiver of Security Instrument Provisions Relating to Certain 
. Retirements of Capital by Distribution Borrowers 



I. Purpose : To waive the provisions of loan security instruments 
relating to the retirement of patronage capital under certain 
circximstances vhich are applicable to all loans to distribution 
borro\/ers approved pursuant to applications received prior to 
December iS, 1S70* 

II. Definitions ; "Mortgage" includes "deed of trust," and "mort- 
gagor" includes a borrower which has executed a deed of trust 
given to secure a loan. "Borrower" refers only to a distribu- 
tion borrower. "Retirement of patronage capital" includes any 
return, general cancellation or abatement of charges for electric 
energy or services furnished by the borrower. 

Hi. Waiver : Section l6 of Article II of the mortgage, insofar as it 
requires the possession of certain amounts and kinds of assets 
as a: prerequisite to the retirement of patronage capital is waived, 
provided: 

A. After all retirements of patronage capital made or ordered to 
. be made in any one year, the borrower's equity will equal or 

exceed Uo^i of its total assets and other debits, except that 
if the retirements of capital permitted by paragraph IV below 
do hot in such year exceed 25^ of the capital and margins 
received in the previous year, a general retirement of patronage 
capital may be made equal to 2% of such margins less the dis- 
tributions to estates of deceased patrons; and 

B. No retirement is made when there is due and unpaid any install- 
ment of principal or intejrest on the borrower's notes payable 
to the Uhited States, or whan the borrower is otherwise in 
default under its mortgage; and 

C. After the retirement of patronage capital the borrower's 
total current and accrued assets will equal or exceed its 
total current and accrued liabilities; and 

•» 

D. The Administrator has not taken any specif ic contrary action. 



*Revised to provide uniformity in the effect of mortgage provisions relating 
to retirement of patronage capital. 



Bulletin 10^-.^ 
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IV. Decedent's i^statea ; The borrower may retire capital contributed 
by deceased patrons to the extent required or peraitted by the 
cooperative's articles of incorporation and bylaws if the 
conditions specified in paragraphs III B, ill C, and III D above 
are met. 
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annualizat icn of the pavments required co be made with respect to the 
refinarcln*: debt during the portion of such year such ref ir.ar.cir.r cer: 
is outstanding or (ii) the pavir.ents of principal and interest required 
to be made during the following year on account of such refinancing 
debt. 

SECTION* 16. The Mortgagor will not, in any one year, without the 
approval in writing of both of the Mortgagees, declare or pay any 
dividends, or pay or determine to pay any patrononage refunds, or 
retire any patronage capital or make any other cash distribution (such 
dividends, refunds, retirements and other distributions being 
hereinafter collectively called "distributions"), to its members, 
stockholders or consumers if after giving effect to any such 
distribution the total Equity of the Mortgagor will not equal or 
exceed 40% of its total assets and other debits; provided , however , 
that in any event the Mortgagor may make distributi-ons to estates of 
deceased patrons to the extent required or permitted by its articles 
of incorporation and bylaws, and, if such distributions to such 
estates do not exceed 25% of the patronage capital and margins 
received by the Mortgagor in the next preceding year, make such 
additional distributions in any year as will not cause the total 
distributions in such year to exceed 25% of the patrongae capital and 
margins received in such next preceding year, and provided , further , 
however, that in no event will the Mortgagor make any distributions if 
there is unpaid when due any installment of principal of or interest 
on the notes, if the Mortgagor is otherwise in default hereunder or 
if, after giving effect to any such distribution, the Mortgagor's 
total current and accrued assets would be less than its total current 
and accrued liabilities* 

For the purpose of this section, a "cash distribution*' shall be 
deemed to include any general cancellation or abatement of charges for 
electric energy or services furnished by the Mortgagor, but not the 
repayment of a membership fee of not in excess of $25 upon termination 
of a membership. As used or applied in this Mortgage (1) "Equity" 
shall mean the aggregate of Equities and Margins (as such terms are 
defined in the Uniform System of Accounts) and Subordinated 
Indebtedness; and (2) "Suborinated Indebtedness" shall mean unsecured 
indebtedness of the Mortgagor payment of which shall be subordinated 
to the prior payment of the notes by subordination agreement in form 
and substance satisfactory to the Government and CFC. 

SECTION 17 • In the event that the Mortgaged Property, or any part 
thereof 9 shall be taken under the power of eminent domain, all 
proceeds and avails therefrom, except to the extent that both of the 
Mortgagees shall consent to other use and application thereof by the 
Mortgagor, shall forthwith be applied by the Mortgagor: first, to the 
ratable payment of any Indebtedness by thl^s Mortage secured other than 
principal of or interest on the notes; second, to the ratable payment 
of Interest which shall have accrued on the notes and be unpaid; third, 
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Ms. Beverly Fayson 
FAR Secretariat 

General Services Administration 
Room 4041 

18th and F Street, N.W. 
Washington, D.C. 20405 

Dear Ms* Fayson: 

In regard to your proposed rule, FAR Case 91-13, PART 41- 
ACQUISITION OF UTILITY SERVICES, we ask that the enclosed 
comments be considered. The Department of Agriculture, Rural 
Electrification Administration (REA) , as a secured lender to many 
rural electric cooperatives, has a strong interest in the 
financial condition and financial actions of these borrowers. 
Specifically, REA opposes the proposed rule in 52.241-13, 
paragraphs (b) and (c) , Capital Credits. 

(1) In paragraph (b) the cooperative would have to furnish 
information on capital credit allocations within 60 days after 
the close of the cooperative's fiscal year. Many cooperatives do 
not have the staff resources to complete the required financial 
data and to allocate capital credits to all members within 

60 days of the end of the fiscal year. We recommend that any 
such rule be stated in terms that would require the information 
be furnished at the same time that such information is furnished 
to other members of the cooperative. 

(2) The rule proposed in (b) would also require that the 
cooperative "...state the amount of capital credits to be paid to 
the Government and the date the payment is to be made . " As we 
comment below in regard to paragraph (c) , REA opposes this 
proposal. In paragraph (c) the cooperative would be required to 
make payment of capital credits to the Government upon 
termination or expiration of the contract. REA has in its loan 
security doctaments, specifically Section 16, Article II of the 
typical Mortgage, limited the amount and timing of capital credit 
distributions by a borrower. Simply stated, without approval in 
writing by the mortgagees, the borrower may not make 
distributions of capital credits of more than 25 piercent of prior 
year's margins if after such distributions the borrower's equity 
would be less than 40 percent of total assets. This limitation 
is needed for loan secxirity purposes. In addition, where a 
contract is made for an electric load^ whose demand is expected to 
exceed 1,000 kilowatts, %n:itten approval of the mortgagees is 
normally required. Contract terms as would be required under 
proposed (b) and (c) would not be acceptable to REA. Contract 



Ms, Beverly Fayson 



terms as proposed in (b) and (c) would be discriminatory and 
would be prohibited by the provisions of many cooperative bylaws 
and articles of incorporation. 

We are enclosing copies of REA Bulletins 102-1 "Capital Credits- 
Consumer Benefits," and 102-2 "Waiver of Security Instrument 
Provisions Relating to Certain Retirements of Capital by 
Distribution Borrowers," dealing with capital credits, and a copy 
of Section 16, Article IZ, of the REA Mortgage. 



GARY C. BYRNE 
Administrator 
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cc: 

Official Pile-FMS-w/enclosures 

Reading File-FHS-w/o enclosures 

ADM-w/o enclosures 

DAPO-w/ enclosures 

AAE-w/o enclosures 

DAAE-w/o enclosures 

Area Directors-w/o enclosures 
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A0MINISTRAT7ON 

NATIONAL AERONAUTICS ANO 
SPACE AOMINISTRATION 

x$ C7n Pyts a, :s, 4i, and 52 
[FAA Com 91-131 



F«dmf ACQuiSftion Ra^uiation; 
AcquaitSon 9f Utttity S^rrtc 



A 4am 111 Department of Defease 
P00)« Ceneni Services Administradoa 
(CSAi. and Naoonal AeronauQcs and 
S^ace Adxnmunooo (NASA|. 
ACTIONS pRiposed rtilfl. 

lUMmm; The Gviiian Agency 
Aequisttxoflf Couadi and the Oefenst 
Acquisition Regulatory Council are 
considering a rewrite of the FAR 
covenge dealing with utiiity services, 
m#>ti^^fpj the establishment of a new 
part 41 for this purpose. This proposed 
rale will replace the existing coverage 
now located at FAR subpart U and 
will provida onifonn coverage 
applioitala to all executive agencies. The 
existing PAX coverage at subpart U in 
laiga fflaaaure does not apply to 000, 
and it also exempts agency regulatory 
requiremaats in the utility area that 
predated the esttblishment of the F.AfL 
oatd: Comments should bit submitted 
to tha FAR Secretariat at the address 
shown bdow on or before [uly 21 1991 
to ba oonsidared is tha formulaton of a 
ftialxula. 

Aoomns Interested parties should 
submit written comments tm General 
Seances AdministratioiL FAR 
Secretariat (VRS1» 18th and F Streets 
NW« Room 4041. Washington. OC 20403. 
Plaaaa ate FAR Casa 91*13 in ail 
oomspondanea related to this issua. 

For iafonnanon pertaining to this casa. 
contaa Mr. Edward Loab at (202) 901* 
454r. For seneral inf ormadon. conuct 
Ma. Beverly FaysoiL FAR Secrecariac 
Room 4041. CS Building. Washington. 
00 20401 (2S: sai^TVL P!easa cite 
FARCasa91-lX 



In responsa to tha need to provida 
oaiCofm udlity covaraga in tha F.AR. a 
maior rewrite of tha existing F.AR 
coverage was undartakan. Thie principie 
proposed changes follow: 

(1) The proposed F.AR pan 41 %iK9uld 
apply across the board to all executive 
eganoes and would also enabia 
[ aganaes co delete most of the regulatoiy 



supplements. The cirrent FAR subpart 
8J provides that agencies procedures 
predating the FAR 3iay cononue ;o be 
ijed. In aaditioa suboart u 
soeoncaily exemptec DCO ^m such 
01 the FAR coverage. 

(21 Suoscannai accitionai guidance :or 
:oncracur.g oincsrs .n acquinng ana 
^dfflinistenng uuiir/ service contracts 
was tnduded. 

(3) Additional defimtions applicabie 
to utility semce contracu were 
esubiished. 

[4 1 Coverage was esubiished 
deiineaong tne existing scanitory and 
delegated audionty for utility servtca 
cuutracringi 

(S) FAR dausea to be used on a 
^^substantially the same as" basis were 
estabiished. 

(6| Substantive coverage providing for 
h^wwii-f^ rstg changes by ttui agencies 
was esubiished. This coverage would 
enable agendes to handle such matters 
without automadcally referxing such 
aatten to CSA for action. 

(7) Coverage was added providing 
gaaarally for tha use of a Standard Form 
Q to acquira utility services. 

(8| "Standard" speoSeation formats 
have bean established for use in 
acquiring utility sarvicaa. Such formats 
will not ba induded in the FAR but will 
ba available for agency use. 

(9) "Standard" annnal utility service 
review fotmats have been established 
for usa i& acqmitog udlity sarvicaa. Such 
fiormata wdl not be indudad but wtU ba 
available fbr agency usa. 

B» KafDlatory FlmdfaiBty Act 

Tha proposed rule is not expected to 
hava a signiScant economic impact on a 
fnbfffin**** immber of small entitiea 
widda die meamng of tha Regulatory 
Flexibility Act. S U.&C aOL er sag- 
baeaaaa amt public udlity companiaa 
ara not small businesa. 

Therefore, an imtial Regulatory 
FIcnbtUty Aaalyeu bas not bean 
prepared. However, commants ara 
iBvitad from small buainasaaa and odiar 
interested partiea. Such comments will 
ba coasidared in the fonnuiatioa of a 
fimmi nda. Comments g o m small entitias 
coaeennng the aifecxed FAR subpart 
will also ba considered in eccordanca 
widi sactiott dlO of the Act Such 
comments omst be submitted separately 
and dte 5 U.S.C 810 (F.AR Caaa 91«l3) 



C* Feperwork Raducoon Act 

Tha Paperwork Reducdon Act does 
QOt apply bacausa tha proposed dianges 
to die F.AR do not imposa/ecordkeeping 
informadon eoilecnon requirements or 
collection of informanon from otferors. 



wttica requira uxe approval at qmb 
•mder u U.S.C 3S01. seq. 

list of Subjects ui 43 C?R Parts I. :S. 
41.andS 

Coverrjncat :roc«mcnL 

Oaceo: May :i '.991. 
\12Mrt .V viccaioiia. 

Dinctor* Qffic9 at Ftaem Acsuuiuon P^ucy 
TTieretorc- it is proposed that 46 C7R 

parts a. a. :i 41. and 52 be amended as 

set forth beiow: 
L Tie auihonty citaoon for ^ CFK 

parts 1 1 IS. and S2 cononues to rtad 

as follows: 

>, 40 met 10 u^c 

ur.and42U^C:473(c^ 



PAirrs-coi4P€TmoM 

RCOUIRCMENTS 

2. Section 1202*1 is amended by 
revising paragraph (b|(3J to read as 
follows: 



CMI»t omy ana 



soufca end 
asattefy 



(b) • • V 

(3} When acquiring utility services 
(sea ^umi drcsmstancaa may dictate 
that only one supplier can furnish the 
service (see 41J»4|; or when tha 
contemplated contract is for 
coostruenon of a part of a utidty system 
ami tha utility company itself is tha only 
I available to work on the system. 



PAUT 9^-WOUimD soulless OF 

sup^ues Afio scRvica 

3, Subpan consisdng of seeaons 
9J30O through aJ09l is removed and 



PAflt is—coicnucnHG by 

NEGOnATTON 



1U12-I (Ai n e w dedl 

4. Secnon liMZ^Z is amended in 
para^ph (a)(3t by removing "Subpart 
&3* and insertmg m its place "part 41'*. 

PAflT 41— ACOUlSmCN OF imtJTY 

smvicss 

5. Part 41. consudng of secdons 41.000 
through 4lJ>ia is added to reed as 
follows: 



41000 Scooeofpart 

4Sj001 Oefimooas. 

4LaB Appteaoiiity. 

•itOQB Stanitory and deiegactd autnoncy. 

4UM .Acquinng uoiicy serviGsi. 



4UIM-a CSA «Mistane» titd aoprwoL 
4LaM I CSA «reawta« conmcx^ 
4liaoM Seotrac* contncts. 
41,004 4 jiungmcy afrteffleno. 
4Un9 ?7«>4wani caotnc: rvv^ew 

4UD^i .Jcr.'j:;-/ iRC umaai review. 
^'LJO^Z ?.a:e iiaji^ea aoo relator/ 

m eno otl 
4XJ0aT Cjntnct dauacs. 
4tjn (Jtiiirr sanncaa oontncx form. 
4Tjn9 roRBja for uoiity a«rvica 

tpaculcaoofia. 
4lino Formacs :or acBuai utility s«nnG». 

raYiew. 

AatteBty: 40 U^C 4a6(cn 10 
aapttf U7;aad 42 U^C 1473(c). 



41JM Seop«of| 

Tlxia part pmczibts policias. 
praeaAim, and eonnct fonnat for tha 
acqniaitioa of utility sarvrcea. (Saa 
41«0Q2(b| for sarvteaa that ara axdudad 
from this part) 

4tim OaAhtttofta. 

Aa aaad in this part 

Afwowtds coxttroct naans a contract 
entsnd into batwaaa cfae G^sank 
Sarrtcas Arinirriiiratlon (CSA) and a 
tttUity sarrtca soppliar to covar tiia 
otiUtf sarvica aaada of Fadaral agandaa 
with^ tha frandnsa/sarrfca ana of tha 
sapfiiiar. Eaeh araawida contract 
indadaa an **Aathon2acion'; form for 
raQoaannf sanrica* coiinac«lun» 

M^^Hm^mmt^^m Qf Cban^B Ul SaC I lUL 

AutborizatJOtt maana tha docanant 
exacotad by tha ordanng agincy and dia 
luUlty sQppiier to order aarnca aadar 
that araawida contracL 

CototBCSon cho^i^ nt^Htf an amount 
to ba paid by tha GorarBmant to tha 
otiiity l o pp i iar for tha rai^LUf ad 
mtmartiq faeiitiaSi which ara 
instailad ownad. oparatad. and 
oaimainad by tha txtiiaty anppdar (aaa 
ranmnanon liability). 

0^t^at9d ogfl37cy ^•■"^ an a^ancy 
thathaa racatvad a wnttan dalafation of 
autiionty from CSA to contract for 
utility sar^cea for panoda 20c axcaading 
tan yaan (saa 4ii303(bn. 

fsd&rni Power aad WdurMaximg 
Agawy maana a govanmantai cnnty 
thntproducaa. managaak trmapartk 
eoBcnIa. and aaila alaetheai and watar 
supply sarrtca to macomara, 

Fraadus§ smtrtea tmitary maana a 
gao^rmphical araa. dafinad or gramad to 
a spaciic udiity sarvtea attppiiar(s) to 
supply tha custoesra in that araa. 

Itttmvwnaott maana action by CSA or 
a daiasatad agency to foxmaily 
p a rri i rip ata in a utility ragutaiory. 
procaadiag on behalf of ail Fadaral 



vanooa locanoos or dativery pomu us 
tha unlity suppttar s %9mc9 araa to 
which It providaa sar%nca •inoer a smgia 
cootracL 

Nicies incudes .-ate sc^eciues. r.csers. 
ruiea. ter:^ anc cooai^oaj of ser.':ce. 
and otrer tanS ana aernce ciar^es. 

semccs consact .otner -Jian a CSA 
araawida contract on auchonzaoon 
under an areawtda connct or an 
interagency agreement), to caver the 
acquisition of uoiir/ servtces at a 
speoSc delivery pointfs). 

Tarrtrnavon Uaonir/ mmva a 
contingent Government obiigaoon to 
pay a utility supplier the onamortizad 
portion of a camiection charge in dia 
event tha Federal Covernmant 
tetainatea tha contract before tha coat 
of cannaction fadlitiea haa bean 
leuiieieU by tha utility supplier (saa 
Coanaetton charge). 

Utility serrica meana a sarrica such 
aa ftmishmg electricity, natural or 
manafiactBrad gas. water, sewerage. 
thariBai energy, chilled water, steant hot 
water, or high temperature hot water. 
Thm application of part 41 to other 
sarricea (a-^u rubbiah removal, snow 
removal) may ba appropnata when tha 
acqaiaition is oot subiact to tha Service 
Gonna Act of 1965 (saa 37.107). 

4ijooa ApoaaeMHty. 

(a| Except aa provided in paragraph 
(b) of thia sacnon. thia part appliaa to 
theaeqaiaition of utliity satricaa for tha 
Fadaral Covannnant induding 
connaction charges and tarminadon 
liabiliiiaa. 
(b) lUa part doaa oot apply t^i^ 
(1) Utility samcea produced. 
diatEttantad or sold by another Federal 
agency, fn thoaa caaaa. aganoea shall 
uaa mtarageney agraamanta (saa 41JXH* 

8b 

(3 Utility sarvteaa obtained by 
paraaaa. exchange, or odiarwiaa by a 
Fedanl power or watar nuikatin^ 
\ to that agency's 
j or distnbonon piu^iams 
(3} CaMa taieviaion (CATVl and 

(41 Acqmaition of oatural or 

I gaa whan porehasad aa a 



(51 Aoqutaioion of utilitiea services in 



(6) Aequiaition of hghta in real 
property* acquisition ot puolie utility 
fariiitiaii and on-aita equipment needed 
Cor tha faciiity's own diatnbudon 
system, or conaoncnon/mamtenance of 
Federal Covemmenc-owned faolitiea: or 

(7] Ttird party finance^ shared- 
savings proieeu authonzed by 42 U.S.C 
3287t however, agenoea rtfay utiliae pan 



utility sarvtee direcdy rssuiting from 
implamantaoon of such measures aunna 
the term ot ±e connct exec::ea 
pursuant to 42 U.3.C i2S7 for znr.zn^ 
.lot tp exceed 2 vears. 'Share^i-^avnr.gs 
proiecr" aeaxis a proiect to recuce 
•ncrgy anc -lemana casa j: exiinr.t 
faciifies 's^nugii prr/aceiy :^j:azcec 
energy eScenc/ ana .-sanagen^.er.t 
proiects. 

4i«003 Stattfttry and uaieijjteu autnorrrif. 

(al 5£onfro/7 out^onry. (i) 
General Semces Adminisorauon iCSAi 
;s authomed by secnon 201 of ±e 
Federal Property and AdmimacrnQve 
Sarvioea Am of ld4a as amended (40 
U.S.C 481) to prneibe poUdas and 
aathoda g ovet niiig tha aequiaition and 
supply of utility serncas for Federal 
^^jmm^mm wtiodM related funcnons 
such aa public utility servrces 

and representing Federal agencies in 
proceedhigs before Federal and state 
regulatory bodies. CSA is authorized by 
seetlan 211 of tha Act to contract for 
udiity sarvieaa for parioda oot exceeding 
tenyaara. 

(2) Hia Oepartaunt of Oefensa (DOO) 
is anthoRzed by 10 U.SX. 201. 204. 
and 40 U.SC 474(3) to acquire utility 
services for military fadlitiaa. 

(3) Tlia Oesanment of Energy (DCE1 
is anthonzad by tha Oepanmant of 
Eoargy Orgaaizadon Act (42 U.S.C 27S1. 
erjaqL) to ac^mra utility sarvtcea. OOE 
ia anihorizad by ttta Aioone Eaar^ Act 
of 1954 aa amaadad (42 U.SU1 2D4| to 
enter into saw contracts or modify 
eAisuug contracts for electnc sennces 
for pemda sot exceeding 23 years for 
unsna enrichment instailanons. 

(b) iJUignsed onmrorrry. CSA has 
dalajpuad ita aoihoftty m enter mto 
odlity serriee coogacts for penods not 
ew reaiii i ig ten years to OOO and DOE. 
andfpr mnrrrtinn chaiya only to ma 
Oepartmant of Veteran AfEurs. 
Contracting pursuant to thia delegated 
autiioRty shall be consistent with ±e 
r e quir e m ents of tins pert Other agences 
requinng utxiity sennca contracts for 
periods over one Teaii but not excaeoini^ 
ten years, may request a daleqaoon of 
authoRty from CSA at tha address 
spamfiad in 4liXM-3(b|. In keeping with 
ita statntory audanty. CSA wtlL aa 
oaGaaaaryt couduct reviews of delegated 
agaBciea' acquisitions of udiity services 
to esaore omypifannr wvdi tha terms of 
tiia delegation and applicable laws and 
regttladoas. 

41J»4 

4t.flaa- 

(a) Sofaiect CO paragraph (d) of this 
sufaaacdon. ;t is the policy of the Feder.u 



required uoiitr ^emcn from sourm or 
soiipiy which are mast advanugeouj to 
tha Government in sernts of economy. 
eiSaency. .*eiiaoiliey. or semce. 

;b| Except for acqiusmons beiew the 
smaii ^uruaae omiiauoo :see 13.000 1, 
agencee snail ic:;uire ioiir/ servtces oy 
a oiiaterai vrrTen conrici -^^ruc: .r/jst 
•Jicuce 'Jie -auaea requireil by 41.J07. 
re^ardiesa of whetiier rates or cenaa and 
osnditions of service are fixed or 
adjusted by a regulatory body. .Ajjencea 
say not use che uolity supplier 9 fonns 
and ciauses to avoid Uie Jiciusion of 
proviaiona and clauses required by 
4L007 or by stamte. (See 4r0O4»2(c| for 
pioeedurea to b« used when the supplier 
refbsai to exaeutt « wrttten conncL) 

(e) Sptexfic operating and 
management details, such as procedures 
for internal agency contract assistance 
and review, delegations of authority^ 
and approval thresholds, may be 
presGibed by an individual agency, 
subject to compliance with applicable 
statutes and regulations. 

(d1(l) Section 8093 of the Department 
of Defense Approprianons Act of 1988. 
Public Law tO(M02. provides that none 
of the funds appropriated by the Act or 
any other Act with respect to any Sscil 
year by any department agency, or 
instnmentality of the United States, 
may be used for the purchase of 
eiectndty by the Government in any 
manner that is inconsistent with sute 
law governing the providing of electric 
utiiity service, including state utility 
etnamission rulings and eiectzic utility 
franchises or service temtoriee 
established pursuant to state stantta. 
state regttiatioo. or sute-approved 
tamtonai agreements, 
(a The Act does not preclude 

(i) The head of a Federal agency Grom 
entenng into a contract pursuant to 42 
U^C 3287 [which pertains to the 
sttfaiect of shared energy savings 
indnriing coge nera tion |: 

(ii] The Secretary of a military 
department from entering into a contract 
pursuant ro 10 U^C 294 (which 
pertains to contracts for energy or fuel 
for military installations twf**^'iim^ the 
provision and operation of energy 
production faoiitiesl: or 

(lil) The Secretary of a military 
department from purehaaing electricity 
fnm any provider when the utility or 
utilities having applicable sute* 
approved franchise or other service 
aothorizations are found by the 
Seaetary to be unwilling or unable to 
meet unusual standards for service 
reliability that are necessaiy for 
purposes of national defense. 

(31 Additionally, the head of a Federal 
agency may— 



law, enter mto concracu for 'Jie 
purchase or transfer of elecanoty :o the 
agenqr by a nonnjolity. ;nciuaing a 
4uali^J^n9 faculty maer ±b Public 
Utility Regulatory Polices Ac: of 1973: 

• if) Enter -.nto an jiteragesc/ 
igreemenL pursuar.t to 4l.a04-o and 
:r-l An'ji a rederai power rtarxecng 
agency or uie Tennessee Vaiiey 
. Authonry for the cransxer of eieccrc 
power to :Ae agency: and 

(iiil Enter mto a contract with an 
siectnc uoiity under the authonr/ or 
tanSs of the F^mi Energy .^eguiatory 
CommissioiL 

(e) Prior to acquiring electric utility 
services on a compeduve basis in an 
ana governed by a franchise service 
terxitory. the contracting oficsr shall 
determine, with the advice of legal 
counsel, by a market survey or any other 
appropriate means, that such 
compedtion would not be ineonststent 
with state law governing the provision 
of electric udlity service, inrhirifng sute 
utility commission rulings and electric 
utility franchises or service territories 
established pursuant to state sumte. 
sttte reguiadoa. or state*approved 
terhtotxal agreements. Proposals from 
alternative eleeole suppiian oust 
provide a represenution that service 
can be provided in a atanner not 
inconsistent with section 3093 of Public 
Law lOO-as (see 41UXM-Ud)). The 
representtdon most be supported with 
appropriate legal and factual radoiule. 

^iJOO^l PfoMuresL 

(a) Prior to execudng a udlity service 
contract. ±e contracting officer shall 
comply with parts d and T and 
sobaecdons 41JXM-1 (d) and (e|. In 
acBordanee %vith parts 6 and 7, agencies 
shall conduct market surveys and 
peffiam acquisidoo plannmg in order to 
pruuujie and provide for full and open 
compeodoiL If compendon for an entire 
unlity service is not available, the 
market survey may be used to determine 
thM availability of eompeddve sources 
for certau pornons of the requirement. 
ThM scope 01 die term 'entire utility 
servicB'* indudea th» provision of die 
utility service capaety, energy, water, 
sewofb. cransportanon. stanoby or 
back-up service, transmission and/or 
disiiibttdon s^vica. quality aasoranea. 
system reliability, system operadon and 
maintenance, mettfrng. and bdling. 

(b| In perfbrmmg a market survey (see 
r.101). the contracnng officer shall 
conaiider. in addition to altemanve 
ujmpeuUve sources, use of the following 
methods? * 

(1) CSA areawide contracts (see 



. v«} deparaiv wmifwa isee 4i,atw ' 
and 

(31 Interagenc/ agreements 1 see 
41U304-OK 

:c) When a utiiity juooiier refuses :a 
•xecute d rencereo conrac: as ou:::nca' 
JX 41U]04-vibl. .--.c agerc/ mzd zo:air. j 
•-^mtten aennite ana :lr*ai .-•rusai 5;?r.ec 
by a ccrrorace o.'flcer ir jte su3Si;er :r 
:f unootainaoie. iocumentauon oi any 
verbal refusal by a corporate ofScer 1 
and transmit ±is document along with 
sutements of ±a reasons for 'he refusal 
and the record of segooauons. to GSA 
at the address specified at 4l.0O4-»3(b i. 
Unless urgent and compelling 
areumstances exist the contracting 
officer sQMil noofy CSA pnor to 
acq uinng utility services without 
execudng a tendered contract. After 
such aotffieadon. the agency may 
proceed widi the acquistdoo and pay for 
die udlity semes under the provisions 
0/31 iSOlUKah- 

(1) By is^mn^ a purchase order in 
accordance with 13^ or 

(2) By ordering the necessary udlity 
service and payug for it upon the 
presenudon of an invoice, provided ihzt 
a determination is approved by the head 
of the contracting acstviry diat a formal 
contract eaimot be obtained and that the 
issoanca of a purchase order is not 
hasifaie 

(d) When obtaining service utilizing 
either of the aediods at subparagraph 
(c)(1) or {e](Z) of this secnon. ±m 
cottoracting officer shall establish a 
utility histbnr file on each acquisition ox 
udlity service provided by a contractor. 
Tbia utility hutory file siiall contain, in 
addUiott to appiicabie documents tn 
^MX Che following mformadon: 

(1) The unsigned, tendered contract 
and any related letter of ransmittal: 

(Z) The reasons stated by the unlity 
supplier for not execaiing die tendered 
conmct die record of negodaoona. and 
a wntten detimte and Snal refusal by a 
corporate officer of the supplier (or tf 
unobtamable. documentanon of die 
verbal refusal by a corporate ofScsrn 

(3) Services to be mrmsned and the 
estimated annual cose 

(4| Historical record of any appiicabie 
comecnon caargesi 

(3) Hbtpncal record of any appiicabie 
ongomg capital cRdits: and 

W A copy of die applicable rate 
schedule. 

(e) Oeterminadoos made and actions 
taken under (c) of this subsecnon to 
execute a contract and reiated 
aequiaidoii acnons taken under this 
subsecnon. are valid for one year only. 
The contractmg officer snail take 
actiona to execute a bilateral wnnen 



( pnor CO expindoQ of thM ou- 



^tM^ GSA 

(ai Tbe CSA o/Sca speciied tn 41iX)4- 
3(b^ wilL apon rvquwi. provide 
tecaxucai and acqm^moo aasutance. 
ana amnge for *jie furrjsmng ot the 
senncw aeacr.oec m '^s pan :or any 
rederai agency, axuced-ownenmp 
Covemment carporadofu iha Oiamct of 
Coiuffloia. ±e Sttacs. dia House of 
Represenuavea. or die Artiutect of the 
Capitol (and any actmty under the 
Axtaitecfs direcuoo. (See 41JX29» P» 
awmrd contraa review.) 

(b) Except ae ochenvise specified in 
4ljOai agendee shall submit all 
infonaancn required under thia pert to 
tho General Servtcee Adfflinistratk}& 
Public Buildings Servtoe. Public Utilities 
Division (PPIT). Washingon. OC 2040S. 

(e) When contractng for utility 
servieea meeting the criteria in this 
paragrapk agencies, except delegated 
agencies (see 4U»3(b)} or agencies 
performing dietr own review pursuant to 
paragraph (d) of this subsection, shall 
obtain CSA review and approval of 
their prospective contract document and 
shall provide the information described 
in 4L.O0S. if 

(1) Tba amxnal cost of tha service tO: 
be acquired is estimated by d» using 
agency* at tha time of hatiatioa of th» 
sarriea or annual review, toixceed 
S15DL000 for separate contracts, or 
CSfl iO QO for authonxatlona under an 
areawida conoracs or 

(2) A coimealoa charge, terminatiott 
liability, aonrefundabie or nonrecsmng 
service charge, or other facilities charge 
to be paid by tha agency is estimated to 
exceed STZJXO for separate coatraGta. or 
^ n??i Ori n for authorizations under 
areawida concacts* 

(dl Agenees may request from tha 
CSA office specified at 4liXM-a(bt. 
general authority to conduct their own 
pra a ward contract reviews of tha 
proposed uttllty contracts specified in 
^fUM-^cU Such ret^uestt shall iw^tt^^ 
a certification from tiie acquirmg 
agency's Senior P roc ur e m ent Execntiva 
that die agency has 

[1) An esablisoed acqmsitioa 



[Z\ Personnel technically qualified to 
deal with spaoaiaad utilites problems: 
and 

(3| Tlia ability to aeeompiisa its own 
ptMiward contraa review. 

Tha retiuest shall also induda 
information regarding tha agency's pro- 
award contract review procadurea. 

(t) Requests for review and approval 
of contraa achons descnbed in 
paragraph (c| of this section. shaU 
co ntain the information required by 



4UXB and shall be forwarded to CSA as 
early as poutbie. but aot later than 2) 
wQftiog days pnor to the date new 
sarvtcas are to comaencc or expiration 
of an existihg contracL If CSA aoes cot 
respond to t::e rtfetrutg agcnc/ wtihin 
a wonting days after a proposed 'iiiiiry 
services concrac: :s received for ryview 
ana approvoi -or a .esser ler.oa 
i agreed upool, the reiemng agency 
say comoiete oegooations ana execute 
the contract. 

(!) Agenoea seeiung CSA coocractisg 
aMirance tor uoiity services, snail 
forward such requests (see 41JX)S) to 
CSA not later dian 120 days pnor to dba 
damttaw services are required to 
<™mtanre or dia data of expiradoo of 
an existing contracL 



(dl Agenan shall prcrnie C^ai tAe^ 
address soecmed at 4UI)4-^b| a copy 
of each SF :fl and execsted 
audionzanon issued unaer in area«^de 
contract *^thin X days after execuuoo. 



6SA 

(a) CSA entan into areawida 
contacts (see 4Lflax) for use by Federal 
ageimies in the acquisidon of utility 
services. An agency in an area covered 
by an areawide contract shall acquire 
adiity services under die areamde 
contract unless die agency detetmines 
that more advantageous rates or terms 
and condittons of service are available 
Iruui anotlier supplier under a 
separately negotiated contract Upon 
raqnast die CSA office spadfled at 
4U»Mb| wiU (urnish agencies with a 
lisrof the areawida contracts showing 
tha types of utility services avaiiabie 
and the geographical areas served. CSA 
will also provide a copy of any areawida 
omtract upon request 

(bi Each areawide con tract ^^^'im 
an authorlzaoon form for requesting 
service, omnectioit disconnectiott or 
change in servtca. UTpon execution of an 
aathnri ration by the ctmtrac&bBg officer, 
tha udiity service supplier is required to 
hniah services, without further 
oegodatioaa, at die supplier's current 
applicable published or usopublishad 
rates, onlase odier rates, and/or terms 
and cottditiotis are separately 
oegodated. 

(c) The contracting officer shall 
impiament tha areawide contraa by 
exacuting the authonzatioit and 
attaching it to a Standard Form (SF1 3. 
Awaid/Connct along %vidi any 

entai agreements on coimection 
spadal faoUties. or service 
^- j ents to be paid by die agency. 
Inacoatracdng officer shall also attadi 
a ayspe cfic fiscaL operattonaL and 
ailiniiiliiraiive requirements of die 
•gancT . applicable rata schedules. 
rer tmira i items, xaapsor drawings of 
deiivary pomta. details on Covmment 
cmtntip. maintenance, or^reoair of 
facilitiea. and other tnform^don deemed 
oecesaary to fully define die service 
conditions in die autnonaation/ contract 



Si 

(a| In ±e aosencs at an areawiae 
contract or mterageacy agreement (se^ 
4 1 ax a ), agenees shall acquire uoiity 
services by separate contraa subiea a 
die requirements and limitations of 
4UJ(H-L 41JX)4-3rc!. and agency 
cnntrarnng authonty (see 4lJ04-3(d)). 
4U3Q8. and 4liXS. 

(b| Sttbiea to tba procedures 
nwfiinerf in 4ti)04-2. when an agency 
is entanng into a separate coninct dia 
consaestBg officer shall documant tbM 
contraa file widi dte following 

(1) The number of avaiiabie soppiiers: 

(2) Any special equipment service 
reliability, or facility requirements and 
related costs: 

(3| Tha udlity supplier's rates, 
co nnect i o n charges, and terminadon 
liability; 

(4) Total estimated contraa valua 
(indadtag coso in para^phs (b) (2] 
and (3) of dns saetiom 

(9) Any taehnieai or special coturaa 



[eiAoyt 
services required: and 

(7) The utility's willin^ass to whaei 
or otherwise transport utility sarvica. 

(c) When requesting CSA to enter into 
a sapaiata contract die requesting 
agency shall furnish die tecixnical and 
acqmaidon data speafied in 4U06(b), 
4U0M(bl. and such odur techmcai 
data aa CSA nuy request to complete 

(d) A contraa exceedfaig a on^ear 
pariodL but not exceeding ten years 
(except pursuant to 4Xi3Q3|. may ba 
justified aiid is usually required, where 
any of die following arcumstances exist: 

{lYThm Coverament will obtam lower 
rataa. larger discounts, or mora 
fnwabta terms and conditioos of 



(2| A proposed connection cnarge. 
temiBatton liability, or any other 
faolitfee charge to ba paid by dia 
F ederal Covemment will be reduced or 
eiiuiinaiedi or 

(31 Tbm utdlty service suppiier reiuses 
to render die desired service except 
under a contraqt axcee ding a otuhyear 
panoiL 



shall use interageficy 
(a.gHi consolidated purchase, 
joint uea. or erossHervice agreements! to 
acquire utility services or facilitiea from 



cam^j witii the poiices asa procedures 
at Subpart :T 5, latem q ggcy 
Acqmtttiocs Uader ±a Scoqdisv Acl 



(a| Where orMwera csntnc rvrrew 
.9 requireo. .^e agency saaii proytoe the 
foUowiag ixuormauon co G3A mth (£e 
proposed contract document suiScendy 
in advance of award to permit a 
complete review. Requests for G3A 
renew, approval, or assistance ihall be 
foi w eld e d as provided in 4iiX>4-^e|, 
and snail indude foUo%iafig 
infonaadoti: 

(1) A descripGoa or 
speoScadan of Uie type..quaad:y; and 
quality of Mrvice required, and a 
delivery schedule: 

(2) Acopy of any sexvtceptopoaelor * 
; proposed contracc 

(3} Copies of ail current pufaUsned or 
uflpubiishcd rates of the utUty supplien 

(4) IdendficadoQ of any unuaoal 
Lcton affecdng the acquisidon: and 

(8) Idestificatxos of all aTailable 
sources or methods of supply, an 
analysis of the cost ef ecdveness of 
each, and a stateo»nt of the ability of 
eecb source to pnivtcie the letjuiretl 
serrtcea* the locatioB and a 

desu ipucu of each sireiiabie sopplfer's 
. Eadiities at the nearest point of serrtce. 

(b) For new or initlai utility services or 
suppliers, the agency shall furnis h the 
intonnetkRi in peiaipsph (a) of this 
sectuB and the following as apptieebte 

(H The date Initial service is required; 

(2) For the first 12 months of foil 
servtoB. estimated masmnm demand, 
aostlily coosomptioiL aiBual cost of die 
serrioB. and oosnecnoa oberges to be 
paid by the agenojr: 

(3) Known or estunated dme schedule 
for growth ui alOBUite requxremetts 

(4| KniimsTed ultimate fnTrimmn 
demimd and uldmate monthly 



(8) A aunpie schemade diagraa or line 
d raw mg showing the meter loeaaons. 
the location of the new uolity faoiitiee 
to be constructed on Federal property by 
the Federal agency, and any required 
(lew connecnon faqiitlei on 
of the delivery pouu to be 
by die utility supplier to provide tbm 



cha/ge to be paid by the agency, 
togetiier with a desc^paon of the 
stippiier's proposed facilities and 
esamaced consmcnon costs, and its 
radoneie /or the ensure: 

fti) A wnnea Jigneo statement by the 
supplier 'hat any prvoosed cuiinecoon 
zsarge ts not in excess of the csarge fhat 
other customers wouid be reqmred to 
pay for like faoiihea tinder similar dass 
and conditions of senncr and 

(iii) A copy of ihe acquira:g agency's 
esdmace to maice its own cuxmetHon to 
*Jie supplier s taclities thrbuga ose of its 
QWQ f e souicea or by sepexete contract. 
^Afhea feesibie. the acquiring agency 
sball provide its esdmates to constnet 
and operate its own udiity faoiities to 
lien of partidpadng in a cost-sharxng 
construction program with the proposed 
adHty suppiier. 

(c| For exlsdng udlity serrfces or 
suppiiers. the agency shall fumisb CSA 
the infotmadon in paragraph (t] of this 
secdon and the following, as applicable: 

(1) A copy of the most recant 12* 
CBonth's service invoices: 

(2) A tabuiadon. by month, for die 
most recent 12 mondis. anowmg die 

utility ^•^ww'^*- ctinsumptiotL 
connecdon charges, lual ad{ustment 
chai^ and die average monthly coat 
per unit of consumption: 

(3) An esdmata. by mondi. for d» next 
12 mondis showing die estimatad 
fw*iwiiiwi monthly 
cQBsuflBpuoiL annual cost of the 
services, and any eonnecdoa charges to 
bepaid: 

(4) Accounting and appropitatio& data 
to cover die costs for du condsaadoa of 
iitiiity services: and 

(51 For deetrie coanectioa rfrntram. a 
stataaent whether die tranatbaBer, or 
other system components, on cither side 
of the delivery pouu is owned by the 
Federal agency or die udlity supplier, 
and if die OMtexing is on the pnmary or 
secondary side of the transfarmer. 

(d) Agenaes condactmg dinr own 
pn-awerd cantraet reviewa shaii 
esoblisa apprepriate agency 
procedures* 



(6) Accotmting and a p pro pnaiioa data 
to cover die required utility services and 
any coasecsion charges requireQ to be 
paid by die agency receiving such utiiity. 
services; and 

(7) The following data concenung 
proposed faiaiities and related charjee 
orcosts: 

(i} Propesed reiuadable or 
aonrenindabie connecdon charge, 
tenmaetion iiabiiiry. or other faoiities 




(a)udttty 
oa a amthiy beaim and 



(bleec 

purchase orders or other written request 
for servua exceetdng die small purchase 
dollar liflutaiion on an basta* The 

pur p os es of such review are to ensure 
that \hm udhty supplier is mnsshing die 
services to eech facdity uxider die 
ttcdity's most economicaL applicable 
rate and to emrnne utility comseroal 
mashets for advantageous contpeunve 



resolidtanons. The annual 
be based upon the faciity s usage, 
condihoas. and csaracieruucs of 
service, at esca incviouai aeuvery 
point for *he !nost recent "Jl son*^. 15 ^ 
change m rate ^ accrcpnate. '^e 
rederai agency shail rsouest '^e 
suppiier to saji^e sues ."ate :"nh^e 
jmnediateiy. 

4t.0lHM aasecftsneeesodre^uiatory 

faf VYhen a suppiier proposed a 
change in nstes or tercis and concitioos 
of service to die Covemment. ±e 
agency shail promptly detensine 
whether die proposed change is 
reasonable. iustiSed. and not 
discEtmioatory* 

(bi When a regulated suppiier 
propoaes changes m rates or terms and 
condidons of service diat may be of 
interest to odier Federal agencies, and 
intervandon before a regulatory body is 
consiibred justified, the matter shall be 
reftfred to CSA.ne a^ncy may 
request from CSA a deiegadon of 
authoisty fior tba agency to intervene on 
bebaif of tbM nr * v\ r^^ interests of the 
Federal Ezacudve agendes. 

(c) If a regulatory body approves a 
udhty npplier's request for rata change: 
purmm to 2I241<^ Change in Hates or 
Tetma and Cotididons of Service for 
Regulated Suppliers, any rate change 
shall be made a part of die oontraci by 
coBSect amdificadoa. The approved 
applicable rate shall be effeenve on die 
date determined by the regulatory body 
and resuidng rates and charges shall be 
paid praasptiy to avoid late peymenL 
provisiotts. Copies of the moriififanon 
^t^iniw^ the utility supplier's 
approved rate change shad be sent to 
die agncy's peying oxSce (see 4lJ306*iU 

(d) When the udlity suppiier is sot 
regulated and dtt rates, tena. and 
conidtloos of service sre suhiect to 
negoQadnn pursuant m the dause at 
S220-^. Change in iUtes or Texrss and 
r^,m^i}¥u^m of Service for Unregulated 
Suppliers, any rate change snail be 
made a pert of the contract by ccncuct 
aodificaooiL with copies seat to the 
agency's paying office. 

(a| Because die terms and conditions 
under which uolity suppuers furnish 
seiviee may vary from area to area, die 
differences mey influence the terms and 
concdtians apprepnate to a pamcnlar 
utility's contracnng situadon. To 
accoBunodate retiuirements that are 
pecalier to die contracting situauotL diis 
secnon prescnbes dauses on a 
-suhstannaily the same as" basis fsee 
Slzm] which permits the contracnng 



ia acconUncs w\th agency proesdum. 

(b) Tkn cootracsng ofBcar snail insert 
in aoilatancca and conmcts for utility 
semces causes substantially '^t same 
as the foilovmng: 

(11 The clause at Siin-t. Cjcilica: 

Z\ The cause at IZ^n«^. Scope and 
Duranon of Contracr 

(3) Tbe cause at S2.^n^. Change in 
Cass of Service: 

(41 The clause at S2^n-4. 
Cjnmcor s Faolitlas: and 

(2) The cause at 2Z::n->S. Semce 
Prtivisitms. 

(ci 'Hie contracnng oScer snail insen 
a dause lubstannally cne same as the 
dause at SU^l-d. Change in Rates or 
Tema and Condyitiona of Serriee for 
Htfgoiated Suppliers, in soiidtacidns and 
cQsncts for udllty sirvlees when the 
utility supplier ia subfect to regulatory 
body. 

(d) The con&actlng ofncer shall insert 
a dause substantially the same as the 
clause at Change in Rates or 
Teems and Condidone of Service for 
(Jaregulatad Suppliers* in solidtadoas 
and conncts for utility services when 
the utility supplier ie not subfeet to a 
regulatory body. 

(e) Hie contracting officer snail insert 
a dause subetantxaily the same as die 
dause at S2^»^ Connection Charge, 
when a cotmeetion charge is r e quir e d to 
be paid by die Covemmentto 
compensate the contractor'fbr fiimishing 
a d ril t l one l facilities necessary to supply 
service. When conditions require the 
incorporation of a nonreauxmg» 
aonreiundable service charge or a 
tennnation liability, see paragraphs (0 
and (il of this secnon. 

(H The contracting officer shall iasart 
a dnuse substantially dM same as die 
dause at Termination Uabiiity, 

when payment is to be made to the 
contractor upon termination of : 
in iieu of a connection charge upon 
completion of the tadiities. 

fgj The contracting officer shall insert 
a dause substantially the same as the 
dause at S2^41-ia Multiple Service 
Locati ons, as defined in ^UXlL when 
providing for possible aiteniative 
strvice ioeaiioas is required. 

(h) The contracting offlear shall insert 
a dause subatamiaily tha same as die 
daw at 32^41^11, aecatc Service 
Terrlmty CMnpiimnt!^ ^vpnutentationi 
when proposals from aitenaiive eieorie 
suppliers are sought 

(1) The contracting officer siiall insert 
a dause substantiallv tlia same as tha 
dense at SZ Zti-AZ Nonrefundable 
Mo nrwu tmg Service Charge, when die 
Government is required to pay a 
(umrefundabie. oonrecumng 



of faolides cooscnicson. The* 
Covertiment aay provide for oidusion 
of suca agreed amount or fee as a part of 
Che connecson charge, a part of the 
outial payment for sendees, or as 
penodic ?a>r2Bna to tmH ±9 
Covenisest's ootigacon. 

:j) T?.e contncoag ozScer saail jisert 
a dause suostannaily 'Jtie same as cne 
dause at 52.14l*ix Capital Oeditx 
when the Feqer^ Gcvemment is a 
oeaber of a cooperanve and is entided 
to capital cMits. 

41X0S unary servt^ contract fomu 

Tire Standard ^orm [SF] 33. 
Soiidtation. Offer and Award, 
presosbed ia 23.a4(c| and illustrated ia 
S3J01«-CX shall be used when 
contracting for utility services unless 

(a) An areawide contract (see 4U04- 
4(c}) is utilized or 

(b) ^ purchase order form is 
authorized by ±is .regulation. The 
contracting officer shall incorporate the 
applicable rate schedule to esich 
contract purchase order or 
aiodiScation. 



41M 



for utiBty ! 



(a| The foibwng spedneation formats 
for use in acquiring utility services are 
available frsm the address spedSed at 
4L004-3(b| and niay be used and 
modified at tha agency's discratios 

(DBec&ie service: 

(2) Water service: 

(3) Steam service: 

(4) Sewage service: and 
(3) Namrai gas service. 

(b| Comracnng officers oiay modify 
the speofication format reCnnoid in 
pingnph (a) ox dus section and attach 
techmcai items, details on Govenaaent 
owoerahip of facilities and maintennnri 
or repair obliptions. maps or dra w ings 
of daUvwy points, and odMT inteaation 
daesad necessairy to fiuly define tha 
service conditions* 

(c) The specifications and 
attachments (see paragraph (b) of tins 
sectinni siiall be mserted in secnoa C of 
the utiiity service solioatioa and 




(a| Formats for use in '^^^^f*^ 
aanaai reviews of die foUowmg utility 
servton are available from die addresa 
speofied at 4iJXM^b| and oiay be used 
at tha agency's discretion: 

(1) Becsie service 

(2} Gas service: and 

(3| Water and sewege service. 

(b| Coanctxng officers Suy modify 
tha aanuai unlity service review format 



PART SOUCTTATION 
PTOVISIONS ANO CONTRACT 
CU^USES 



i Secaon ii^&^I .s ."?rr.cv»c izz 
reserved. 

Sections S2^ii-i through 52^n-i3 
are added to read as follows: 

SU41-1 ConflctL 

As pf«cT!b«d ia 4l.at3rrbl(l). j»#ra 
daoae snostaacally tte ume as me 
foUoma^ 



i(Date» 

To the extent of any inconsistency 
between tiie terms of this conffact 
(iadnding die spedScationsI and any 
rata schedtile. rider, or exhibit 
incorporated in dus contract by 
retierence or odierwise. or any of the 
Contractor's rules and regulations, the 
terms of diis cocmct shall control. 

(Cod of dauset 



Scape and tSunrdan of < 

As prescnbed in 4Lar(b)(2}, ia^xt a 
dause mhiramtaily die same as die 
foUowiay 

Scope ead Oaadaa of Ceasaci (Satet 

(a| For the penod (datel to (daial. the 
CaiBBiUM ayees ce teash and the 

etiUiy servicBB a aoBocdaaei with the 

I tanfibl rulaSi aad regaiaooas as 
I by the apptifabie govenmg 
idasaetfbnhiathe 




(b| tt is sacprassiy uaderscood that oeiiher 
tttm / ^i t y i Coveramcat is under 

aay ohi^uaa to oBanaae aay sarvtees 
beread the term of this coRno. 
(e) The Coasaear shall provide the 
r set of rates. 
I of service wiuch are ta effect 
u of the dan of this coamet and aay 

^ icprovcd coatracsor siull alsow 
ily wiih filiag with the rvgulamry 
bedy*&iaua thai 

tof 




(dIThe 




shad be paid at die 
nie<s| oadar tee tariff and ±e 
shad be Uahie for rhm oumomm 
if aay, specified ia ctiis 
with tta period in 
is ditiallir tes&sitad and 
(ot the terai of this coatrecL Any 
ooathly ehaige specified in this 
shad be eqai taoly prora ced f or the 

of this comract decome eiTeenve. 




Aj omc.bed in 4i,0O7tb)(3|. insert i 
dausn substantiaiiy the same as :he 
foilowmg: 

Gbaofv «a Class oi S«rvM. iDaiel 

imytct, iuch semce lAaii :e prnrtuea at 'Jie 
CQotnaor 1 iOw«st «v«iuo4e ratt schecuie 
a^piicabitf to dit cUm of icmc* mmtaiied. 
\h\ When C43ttff3esr ^o«s oat tuv* <m 

scAMUM appucaott :o 9cnr»c«f pravxltd 
daosa m contnet i£ail Tretiud* 

tp^icabi^ to tbt daM at'aennci (unuxhedL 
(Ed4 Of' dauae) 



P^a^daitftl 
SU41-4 SemeePm 



SU4t-4 

AspresGhbed is 41in7(bM4), isaert a 
clause subataaoaily tbe same aa the 
foilowitt^ 

CMOector^ f^dHOm (Daiat 

(a| Vm Connaor si its c^psnse. sbail 
ftvnisbk awaiL opencBi and asiatsia ail 
f!aexiittts fMiased to fenisb senrtce 
ham&dsr ta and fflsssure socbscnnca st tiie 
poiot oldtiivsry spsonsd ia tbt SsiKca 
SpaQ2csfieB& TlUa to ail sacb tacdittes 
mam witb the Caancar aod tbe 
Cae gs oo r saatf be ftspoastbie Car sil toss or 
Ismsffi m mm rsntttiii 

(b| Nociwtbstaadine say tgms ■ i g i ■ issii 
ia tbi clause, (bs Coaxncur sbail obtain 
appravsi from cbe OaMracfltn^ O^Scer oner to 
any tqutomtni instailaaoBi ooasmeton. or 
fMoyaLT^Oijiiiiiiijuiif bsrtby gama to 
tbe Coamctts. 6«e 0^ any mtai or «aiar 
ebacfa. but jobiaa to tba UaaaeaBS 
spocsfied bi cbis contract a ismnbie poR&it 
or been eo mur tbe serriot focidoa for any 
propor pufpose unosr tbss coBtracL T^is 
ptnnt orbesasr Tocumai laa of tba site or 
sitsa i9«ad upon by cbe parssa bemo for the 
inscuiaoeiL operaooni and ouuaSBanea ot* 
!be fsQbnet ot (be Caaci cLe inpuied to be 
loGitad vpoa Covifa&aac prtsuiSL Ail tSM 
and otbsr caar^ la cooaactioa (bmviib. 
tofotasr witb ad Uabibty as tba ooBsactar ta 
(■misina.f:oa , opefauaa. or msioftnanca oc 
net faoiitita, saail be iswaiert by rtm 
CfloflacKor* 

(e) Aucbanzad rvpmaatainrta of tbe 
CoanctarwiU bt «iictv«d accsss ca cba 
faoiittss oil C«iveraBMnf prsimsa ai 
raeaoaaMeaBMS mpOTovB cbeobilfshQee 
of tbe CoagacTor T^^ai^ine audi faoiieei^ It 
is sxartsoiy undsrsiood tbac xt9 i 
esay liaat or Taraici tba ndtt of i 




fact ts flee to tbe feeic of dse OoBoectpR 
\ fsaittice laey be maiaed m piaee si the 

eanparaole to (bat rmvuiod for banasaer *a 
ootaiasd «isewbar«L 



Aa prescibed ;n 4l.0(rTbl(S). Jisert a 
dause juoatancaily tbe same as *Jie 
foilflwiiB?: 

SarvtGi pTpvtuaoai tDatai 

'a I Mmursmem or jarwca. .:TI .Mi 5«rv»c« 
ruTBuaso oy 'Jia 'I^ncracior soak pt 
aeasaied by iiuuois sstsna^ eqwpmcflt oi 
scaadsrd maauxaenua. to bs miauaaa* 
jatailsd. saiatamed. aiibrated. aaa read by 

Its exaonsc Wba fflore 
Utea a asfsrts lascaiisd at tbs sannce 
loesoo& ois raaoiaai tnemrf saail be biiisd 
ooBiBDCQvtiy. Ia caa «vcat any asisr fails |ta 
rt^ster tor regssttn iacofnctty) tbe semci 
fiMBSMd. Oie partios ibail a^ ooaa (be 
leaiai of ciffle oc motor maiteeaua and (be 
roTisrvict 
i of bfflSb Aa appnpnaie I 
abail bo asda to (be Beat ovowe 10 
pafposaofcttTeeai 
ally motor wbicb rt^stcrs ooi i 
_ porcsat siow or tot sbail be dseaod 




(2) The CoRtractor sbail rtsd ail meters ar 
pofMie ncsrrais of appmimocdy SO deys 
or a aoeordaaeo «idi tbe poiicy^ tbe 
GOfBizut rvgdatory body. Ail biibap basod 
oa aaatirmdinposlsas (baa days or 
(Bore dtta • days taail bo prorated 
accordiagiy* 

(b| iVfssfr tfS4 (1) Hie Coacictor, at its 
cspmM ibaii ponodksily mspea sad tssi 
Coaoaetor^oaiailsd moton at atsrvais aot 
i irasiliin oaa y tor or at iatsrrais oi 
acBordaaoi *«iib :bo poiicy of tbe eo^bsaat 
tt^piaiaiy body. TZio Covofsmsat wiU bave 
tbe fifbt to bevo rspresoaiaQoa dusa^ dM 



(21 Ai tbe wnttsa rtposst of tbe 
CoatMoa^ OGcsr. tbo Coatncar abail 
suite additioaai tasts of any or ail saca 
setars la tbo jtesnacs of ym o ms M ai 
imisisutsom, Tbe coot oc aoo artiiiflonai 
tesa abaii ba botsne by (be CewaBeat i 
d» psreaata^s oi afiars la tead ta be aat 
aara dMa_;froiaciioworfast. 

(31 iVo ooteriaaii be piaced ia aomcB or 
lilniwid (o fqnaaa la jorrtos wbica bas an 
acTor ia fe^stmnoa ta mass of 
poffcaaf Tusisr sonnai opcna&y coadictoca* 

(d Ooff^m roiuofe or uiuiiwar. 
fUasonsbtt noocs shaii be ^vaa by (be 
Cwimmin OfgcartotbeCflBcaetor 
fffaidmf any matanai ijinpi aanoaatad ta 
tbe vobnt or caaracwtaoGi of tbe oaiicy 
MfviGB raottind at teca locaao^ 

(d1 Cmmuity of ttmea oad caasaaypsMA 
(1) TTia GMtraoor siiaii use fsasonaola 

I to provide a wsniar sad 
mBatanreptad suop'y of jorvvee ai (be \ 
^ ^ laaii oat be iiaaia tet 
lecTOoeedM 

osofa 

I by or 18 coaseqomne of any 
\ beyond tbe oontrol of tbe Cjafrecior. 
I bat aot liautadtaacaofG«idorof 





iwioa snail a0n^ ^^'^ oanbu^ ^ 
durittf any penod hareaadar. ia eouiuoia 
adhupaant saaii be oaaa ut Jic aontaiv 
dtiUaa soocii^^ ^ csntnc: liaaua^n^ -ne 
:nattfflum sonuiy csanat. 

'Z\ la event Covemmeci j anaoi^ 
-0 ootfitc 'Tit )«rviGt .ccauca ^ «r.oie or 
?an for my caiua :e*'*9na li coqitc;. 
■f^ffi t |^^^^ Sal not a:mceil la jcis or CvC or zi 
*Jia puaiic eacsiy. r;;cSi ilooca. eartaQua&c^ 
odMr aicastrepfia. or stnkaa. 4a cquiuaio 
idfusoaeni sasd be mads ta iba aoataiy 
btiixaa spaeiied in Jus eeacrsci liaciuoina '^e 
mmm^^ttm aoataiy caarsat \l *m panoo oimoH 
wcdea eta Govenusaat u uaaoit :o opcrata 
fofip aamca iocaooik ;a w6oie or 'A oort. 
ibail axeaad is days dtrng aay panod 



(Eadofeaasel 

SU4V-e QtangeinAataeorTi 

»et 



mat whaa aay soi 

dmrnanoa. or otbar irainattoh of 



Aa prescribed in 4lUXn'(c). insert a 
dause substantxally (be same aa the 
following 

I bi fUtaa or Tanaa and Coodlciotta of 
I for Sofuiatad Soppdan (Dasal 

(a| Sarvicas fexaisbad andar coacract 
aie sabfact to rafoiatioa by a roTiiatory 
body. Tbe Coattactar agrsss to giva tbe 
Coatracaag OScar wnttan ootice Of tbe fiiiail 
of an appAicatioa lorcbaaee ui rataa or tanas 
aad flTrd>*i«T*« of semce coacarreotiy with 
tba fflfia) of tbe appiieaoaoi Suca aoncaa 
Ibail biily daacabe tbe pfopaaed caaasa. X 
t (be tana of tbia ooosacs. 

r bady bainag pinsdieaaa approvaa 
any ±e Coatracar saail fanvard to 

tbe Coatneixag OQcar a copy of saeb 
I fianisi tmdua 15 days aftsr tae etToctivo 
date (bamf. The Coairsear agreas to 
^-ryiirT^ foftttsaiag jomea oaaer *Jas 
caa&aet ta accordaaea with *Jte aa»Bfiad 
>Mftf t ad tba Cov«8mci agrees (o pey suca 
j orr tca at cba bigaar or iowar ratas aa of tba 
date wftoB saca rataa ara aaae atfscsrra. 

(bl The Concractor beraby reprasams and 
wairanm dwc um a nd y aad oarmg die life of 
this OBBtract tbe appiicabia pabiisaad and 

J rata scaeduiats^ saad am be in 

I of tbe lowaat pubiished and 

Bodttiais) avatiaeie ?o aiiy 

r caadiboas of use ana samoa. 

(el la dM rraat tbai (be regaiatafr body 
proBoigatas any raguiadon concanaaf 
aatian otbar than rataa wiiicb aAcss diia 

^ *iM Caatiacar snad ii nm a rti ataiy 

provide a copy co tbe C»oaexing OfRcar. 
Tte Gevaraaaat saad oat bo booDd to aaaaot 
aay aew raguiaoon uicaanstawt witb fadaral 
lava or ragaiaaon^ 

(d) Any cbangoa to rataa or tanaa and 
i-irrti*!**** of sarrtce aaail bo oiade a part of 
tbia canaaet by (be issuanoa of a caana 
oodlScauoa. Tha ttfacova dace of tbo eonge 
sbad be ±a atfaeava date by dut regaiacory 
bedy« 




SU4W 



in fUti 



I or T« 




cam sosonoaiiy '^e same :» 



ia ftaCM or TMn aad Caadition 
for CfliBfui utd SuppiiM (Bai«t 

m Ate tia3«rT<dML other p«rTy aay 
^iMii A ^AA09« or :enas 4ad 

mnnitwoioi s^noct. jubm ai&enw 
pimdad m ous onrrifft. Sota pmniaa agraa 
to oaotf IB aafouMAOj mnrimiin moi 
ftung i" upon rawpc oi wnttan nquoM 

(b|l!ia t£RB8Shrt daia^^ daa^t ahail 
baaiaywdt o by cha panias. 7^ Coaoiexor 
hamr rcpRsm and wanaaia chat iha mat 
90 oasooacad wdl amta m muM of 

pttfa ji^ and uuyu JiJiii a d riiaa i [mm i l lo 

9ttfy^Mf e&MoMiar at dsa msa ciaL. 

I and osnditfoiia of aw and 



(e| Tha failura 0/ tha partias la agnt upon 
«ny ebanfa aftar a raasonahia pariad of time 
shaU ba a dUpoca undar (ha Oispuiaa dauaa 
of thia coatncL 

(d) Aay dumga agriad to racaa. canaa» or 
eandittoBa aa a rtault of nteh aagotiaciOQa 
flhaii ba aada a pan of tMa coamct hf tha 
iMaaea of a ooairaa Aodifleadoiii 
(Eadof daitaat 





Aa pnachbad in 41uxrtaK insart a 
daim subacantially tha sama aa tha 

(a| Oar^ la eonaidafadoa of dia 

r funiiaaiag aod iaacaUiof ac iia 
I ma aaw oBonacnoB faeOittaa 

id hafaoL tha Goiranusam shail pay 

tha Coosactar a Goimacdoa Gur«iL Tha 
payuBt saail ba in (ha form of pra^aaa 
paToaati. advanea payeaatt or aa a iaoip 
m. aa afread ta by cha paniaa and aa 
pan&tcad by appiieabia Law. T^a (otaA 
aaon payabia shaU ba ttthar tha taomaiad 
«»of^ itaa (ha agriad ta aaivaga 
^^*hwoi3 Of tha acwaA caai (aa (ha 
saAvaftvaiaa. »bichmr u laaa. Aa a 
™ rtih oB pracBdent to RbmI paymaau tha 
riaiiiai iiji ahaU axaeata a raiaaaa of aay 
daima afaiaac tha Conmmaat anadif aadar 
Of by tha virna of saca iaraiUoon. 

(bj OMars^ra oo m iuiv t t cad emntmtaaca 
9f rmm heditm to da pyvryioM Tlta faaii dot 
ta ba aaopiiad by tha Coaanoor aadar dda 

j tha paymm by tha 

( of a caeBaasioB eaaina. ihad ba 
I tha proparty of (ha CoBcracar 
adahaiL ac ail tisM damis (ha Ufa of thia 

or any raaawiia (hafaoi ba oparatad 
aad aa Mtainad by tha CoBncar at ita 
•"P— i«i Ail taxaa and othar eaarfaa in 
rnmiiLuun diaivwidL (OfMhar widi aU 
UMUCy anautf oac of tha CDnimcaon. 
opanoana. or maiataBaoca of such facdltias. 
shatt ba tha obttvtanon of tha Comraeor. 

(cl^ Cflwici. Tha Contraexor aarm ro allow 
tfta GiHrammenc on taca menciiiv btU for 



Mnaoi i\Msamd undv tass oornraa 9 tha 
Sarvica Locanon. a crwit or ;e»nt of 
.'ha aoouat 01 eMca sues 4a rasa«rvd uaiii 
*Jia acniminaooa qi cemu saaii eouai i^a 
^otmt 01 sacs coaaecsQa csar^a. ^rovuxaa 
'JUt (Aa CaacBctar aav a( aAV isa lilow a 
^TTOit uo CO XO Mreaoz a/ 'jia aoiaucf 3( eaca 
fuca iiiL 

la :aa :ha Csnuacur. saiora any 
tenniaaciaa of cha csancx 3ux auar 
cooipttQaa 01 cha faniiriat proviaaa ior ui 
r^ia dauac^encaa aay ^'*^^mtr at&ar ;aan 
^ Covanuaant (ne^coiaaa oi wnaiaer tHa 
Covanunaat la otuig senrao suBuiuxiaoi&aiy, 
iaiacmuxaaxzv. or sat ax aiU by aaaaa of thaaa 
faaiidaa. cha Cuatnaor aaaii proaipiiy aoofy 
tha CovamaiaBC ia mfu^ Muitu ocharwiaa 
tgraad by tha partaa ia wfttaq at that dasa. 
tha cBBtracsar shad pfoa^dy aeoaiarata d» 
oadlts providad ibr aadar aabparafraph 
(cKl) of rha daaaa. ap ta itB panm of each 
r bill BBfd tam ia rahaai a d tha 
t chat faflaeta (ha GavafnaBfs 
I for (hat paniaa of tha 

— ~ ^ — I ui Japha^ ochafi* 

(3} la d» fvaat d» Coamar tirasBaiaa 
diif cBBtracL or daiaasti is pariormaBea. 
prior ta fell ssdit of aay ooBaaedoa dtarja 
paid by d» CoirarBiaaBt tha GomraoDr shall 
pay « d» Govaramaai aa aaooBt aqua! to 
dia aasadltad balaaea of tha caafiachoB 
I aa 0^ tta daa of (ha tanaiaatioB or 




(4) rarfliriiBtmff Aaiwv 0909/^ 
^xzff£RHL thm GovBfBBaat raMrvaa (ha h^hc 
IB tarflaaaca thia caaiTBGi at aay oma barora 
I of d» (aoiitiaa with raapact cb 
vmauBt ia ca pay a eoaaactum 
. Ia (ha avaat tha CovafOBaac 
I dda rtghc dka Coaaacw ahatt ba 
paidthacoacofaaywachj 
ta (ha dBM of tammaaoB by dia < 
piaa (ha coat of raaml laaa (ha aalve^a 




(a| TVfssaioiioif c 
ytafCern. Ia tha avaai (ha < 
taraiaafaa thia caaoaci ate oBBalaQon of 
tha feedlttaa with ramo to which (ha 
CovanmaBt ia (0 pay a cBBBacdoa char^aL 
bat batoa dM Gnditia9 IB fed by d» 
CoBsaoar of aay caaaacBoa charja in 
aceafldaaBa with (ha tama of thia GoatracL 
tha Coairaaar ahail hava dia feilowia^ 





(1) To mtaia ia piaca for twaiva mntha or 
' tha aooea of tafsaaiooa by tha 
tidoB diae 
tha 

^by 

I of saca faahdaa. cha Coaoaciar. shall 
ia Uaa of ailpwiBf craditj* pay dM 
CovaraMtduftBf saca panod iaatailnaaia 
iaIikaaaw BL ouaaar. aad axtaat u dia 
aadit prandad for aadiair paia^aaa (c| of 
thia daaaa bafera aach tarmmaooa aad 

(m l aBBadiataiy. ate aach twalvMBBth 
pamd (ha Coatraoor saad praamdr pay ib 
fell tB dm Cavammaat tha uaoaditad 
balaaea of tha coBBaeaaa char^Bi 
(9 To laaai ia aach fecdidaa ai tha 



i^aad saivaft vaiua sat forta aannA aod'^ 
^rovidao furcAtr. nat u:a Cantractor snaiL ii 
:aa oiractwn of tfta-^ownmwK. .eav« m 
?iaca sues faaiiaca tocavad oa C% > »< n i iwn i 
9rooarnr ^aks MO^^Mernzaaai siacvs :3 
;ure&Ai« it cse agmc saiva^ va^a. 

.£sa ox ciauMi . 

5U41-« rafWdnaBBR UMM^ 

praacnbed in 4lJ307tf). :r.serr a 
ciatae tMbstaatraSy the same as rise 
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NEVADA POWER COMPANY ^ ^ -/'I 



July 23, 1991 



Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat (VRS) 

18th and F Streets, N.W. 

ROOID 4041 

Washington, D*C. 20405 

Re: FAR Case 91-13; Proposed Federal Acquisition Regulations 
For the Acquisition of Utility Services 

Dear Ms. Fayson: 

Nevada Power Company submits these comments in support of the 
comments by the Edison Electrical Institute concerning the 
Acquisition of Utility Services (56 Fed. Reg. 23982 (1991)). 
Nevada Power Company is a member utility of the Edison Electrical 
Institute. 

Founded in 1906, Nevada Power Company serves the electric 
utility needs of most of Clark County (Las Vegas) Nevada and a 
portion of Nye County, Nevada, covered by the Nevada Test Site. At 
the end of 1990 the Company served a customer base of 347,969 
customers, an increase of almost 30,000 customers over the previous 
year. Included in the customer base are a number of federal 
facilities. 

Providing reliable electrical searvice to a rapidly expanding 
customer base has required very careful resource planning over the 
last several years. He have worked closely with the federal 
facilities that we serve to assure that their needs are adequately 
addressed in our expansion efforts. 

Nevada Power Company is regulated by the Public Service 
Commission of Nevada under authority granted to the Commission by 
state law. The rates charged for the provision of electrical 
semrice are set by the Commission through consideration of the 
entire customer base, including federal facilities. As in most 
regulated-utility contexts, the Company is not allowed to 
differentiate between customers in the same class. 
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The Company recognizes that the regulations under 
consideration have taken into account the Congressional mandate 
contained in Pub- L. No. 99-500, and Pub. L. No. 100-202, that the 
acquisition of utility service by Federal facilities not be pursued 
in derogation of state public utility laws. As pointed out by the 
Senate in its report accompanying Pub. L. No. 99-500, Nevada Power 
and other electric utilities have built necessary capacity, as 
mandated by the State Public Service Commission, to serve all our 
customers, including the federal facilities within our service 
territory. Were the Federal facilities that the Company serves 
allowed to obtain electric power from an outside provider, the 
remaining customers of the Company would be obliged to pay higher 
rates to offset the decrease in customer base and resulting 
stranded investment. 

To help prevent a situation of this nature from arising 
through misinterpretation of the proposed regulations, Nevada Power 
Company fully supports the modifications to the regulations 
suggested by the Edison Electric Institute. The proposed 
amendments help to clarify certain parts of the regulations that 
may be interpreted in ways that would not conform to the intent of 
Congress. 

The Company is particularly concerned that the proposed FAR 
and the DFAR regulations be coordinated to assure that the proposed 
DFAR regulations adequately reflect the intent of Pub. L. 100-202, 
Section 8093. Because of that concern we draw particular attention 
to Edison Electric Institute's recommended amendment to Section 
241.004*1 of the proposed DFAR to read as follows: 

(l)In addition to the requirements of FAR 
41.004, which includes the requirement that 
federal agencies shall not purchase 
electricity in any manner inconsistent with 
State law, DoD recognizes the unique 
characteristics of electric utility systems 
built under State-created obligations to serve 
all customers, including federal facilities, 
within their service territories. In 
accordance with Pub. L. No. 100-202, Section 
8093, DoD shall comply with the ciirrent 
regulations, practices and decisions of 
independent regulatory bodies which are 
subject to judicial appeal, governing the 
provision of electric utility service, 
including State utility comiaission rulings and 
electric utility franchises or service 
territories established piursuant to State 
statute. State regulation, or State-approved 
territorial agreements. Thiis policy does not 
extend to regulatory bodies whose decisions 
are not subject to appeal nor does it extend 
to nonindependent regulatory bodies. 
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Nevada Power Company would be- pleased to provide any 
additional information that FAR might- require to supplement the 
Edison Electrical Institute comments. 

Respectfully Submitted, 




(_jdhn W. Arl-idge 
Senior Vice President 
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Cuivre River Electric 
Cooperative, Inc. 



1112 E. Cljerry St.. p. O. Box 160 
Troy. MO 63379 

T«l«phnnr (^14)^8.8261 July 23, 1991 



General Scrviece Adainictratien 
FAR Secretariat (VRS) 
leth and F Streets, N.W. 
Washington, oc 20405 

Re: Conunenta on Pr)oposed Federal Acquleltlon Regulation: 
Acquisition of . utility aervieee. sq Federal Re«ylafeer 
23982 <Mav 24. |L991^ ^FAR Case 91-131 

Dear Sir or Madam: ' | 

The NationAl Rural Electric Cooperative AAaoclatlon (MRECA) is the 
national service organia^ation for the more than 1,000 rural 
electric systems which service 25 million coneumer-ovners in 47 
states. Many of these systems provide electric service to federal 
facilities; consequently,! these proposed regulations will have a 
direct impact upon these jsystemsa 

IIRECA and Cuivre River | Electric Cooperative, Ince (CREC) is 
concerned that many of the provisions of the proposed rule would 
unintentionally have serious impacts on cooperatives and their 
members because they ignqre the unique way in which cooperatives 
are structured as member-^wned , not-for-profit entities. Adoption 
of these rules as propose^ could require violations of cooperative 
by-laws; articles of incorporation; United states Department of 
Agriculture, Rural Elects^lf icatlon Administration (REA) mortgage 
requirements; as well as | state laws governing cooperative opera- 
tions when electric service is provided to covered federal 
installations. 

Part 52.241-13 Capital Cr|Bditfl. 

Of primary concern to NRBCA and CREC are subsections (b) and (c) 
of proposed Part 52.241-13 Capital Credits. NRECA and CRSC agree 
with subsection (a) whicm indicates that the governments as any 
other member of a cooperacive: 

is entitled to capital credits consistent with the by-lews of 
the cooperative, which states the obligation of the [ cooper 
ativej to pay capita[L credits and which specifies the method 
and time of payment. 

By contrast,. NRECA and CI^C believe that compliance with the re- 
quirement of subsection (p) , i . to state^ within 60 days after 
the close of the fiscal year, the amount of capital credits to be 
paid to the government a^d the date the payment is to be made, 
would be difficult , if noit impossible. 
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Fir:*t^ providing the dmoiauft of the capital credit accrued within 
00 days of the fiscal year-end would pose a problem for some 
cuoperativea. An electric cooperative typically provides notifica- 
tion o£, or .assigns, capital credits annually to each of its 
members as soon as practicable after the close of its fiscal year** 
end. Capital credits cannot be assigned, however, until the 
cooperative's annual financial statements have been audited. The 
amount of such capital credit assignment, therefore, may not b« 
available within 60 days of the cooperative's fiecal year*"end, 
depending .upon whether its (innual audit has concluded. Additional* 
ly, many distribution cooperatives are member«owners of generation 
and transmission cooperatives (G&t*s}, and as such, are entitled 
to receive capital credits from the Since these capital 

credits are considered byl distribution cooperatives to be non- 
operating Incomes which Impact their margins, it would be virtually 
impossible to determine the appropriate capital credits due the 
distribution cooperative from the G&T, and consequently due the 
distribution cooperative * s ! own member^owners , within 60 days after 
the close of the distribution cooperative's fiscal year. 

i 

Second, providing the timing of when the capital credit cash payout 
will be made is even more problematic. Capital credits are typi-. 
cally paid out in cash to members ( i.e. . retired) several years 
cifLer the capital credit jassignment. While many cooperatives, 
pursuant to policies of thelLr boards of directors, have established 
uapiLal credit retirement cycles which set the timing of capital 
credit cash payout, such tjiming can be changed at the discretion 
of the cooperative's board of directors in response to the changing 
capital needs of the cooperative. If, during the period before 
capital credit retirement, |the cooperative experiences the need for 
increased capital resulting from some catastrophic circumstances 
such as tornadoes or seviere ice storms, changes in available 
financing or other changing conditions, it might be necessary to 
withhold payment of thos^ capital credits. Additionally, as 
discussed below, the coopeifative is prohibited from paying capital 
credits unless the cooperative has met the financial standards 
established by the United States Department of Agriculture, Rural 
Electrification Administration, and anyone else who is a co- 
mortgagee with REA. 



Mure importantly, NRECA and 
require the cooperative Zo 
incorpuratiun and, cunsequttnLly 
Under subsection (c) , 
tlon of expiration ol a 
unpaid capital credits, 
above, the government 1 



CREC believe that subsection (c) would 
violate its own by-laws, articles of 
, state laws governing cooperatives. 
coope|ratives would be required, upon termlna- 
act, to pay the government for all 
As indicated in subsection (a) quoted 
Ls entitled to be paid for capital credit via 
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tine wethocil and at: the tim^ provided for in the cooperative's by- 
laws. Provisions requiring payment at the expiration or terttina- 
tipn of a contract would gjenerally be inconsistent with the very 
terms and conditions which subsection (a) recognises as controlling 
the provision of service ftfom a cooperative to one of its aeabars, 
the government. Such actions on the part of the cooperative would 
also most likely violate applicable state laws which govern the 
operation of cooperatives within the particular state* 

Capital credits are unique not-for-profit electric and telephons 
cooperatives and, of necesftity, must be treated in a manner which 
is consistent with their byf-laws, as well as all applicable federal 
and state laws. A cooperative has no **profits** to be disbursed as 
investors « RaUitsr, tu thw extent that income exceeds costs , these 
"margins** accumulate as capital credits* They are, in accordance 
with the cooperative's by-laws, returned to the meaber-o%mers in 
direct proportion to their j use of electricity* Return of capital 
credits to a cooperative * sj members is made in a manner which must 
be consistent with the requirements of the cooper ativa ' s bylaws* 
As a member of the cooperative^ the government is entitled to be 
paid its capital credits cohsistent with the cooperative's by-laws; 
it is not however I entltlejd to special privileges* Provision of 
capital credits to the government in a manner which is inconsistent 
with the cooperative's by-laws would grant the government a 
preference over other cooperative members* 

Preferential treatment forj the government's capital credits over 
those of the uUier cuoperatiive members could result in an electric 
cooperative's loss of cooperative status under federal income tax 
laws. Maintenance of cooperative status is required in order to 
preserve an electric coopeifative * s Income tax exemption* In order 
to qualify for cooperative status, an electric cooperative must 
conduct its busiiiesB in a ciouperative manner, or on a '"cooperative 
basis", treating similarly j situated members equally* 

Additionally, rural electric systems, as generally small ^not-for- 
profit" entities, have llxti|ited sources of capital* The majority 
of their capital requlremehts are met by the REA* Zn order to be 
eligible for these loans, jrural electric systems are required to 
develop and maintain certain equity levels* Disbursing capital 
credits may be restricted 0r prohibited by REA, depending upon the 
equity level of the borrower* Thus, Mpaying the capital credits 
as required in Part 92.24 3]-l3 could be in violation of the terms 
and conditions contained within the government's own mortgage 
requirements, could caus4 the cooperative to default on its 
mortgage with RCA or other lenders, or at a minimum, obuld prevent 
the cooperative from competling to serve the government's load where 
such competition is consistent with state laws. 
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Part 52.241-8 Connection Cl:^arae . also creates a procedure which is 
inconsistent with the way in which cooperatives operate as not-£or* 
profit member-owned systems* Under the proposed rules, the cost 
of providing connection facilities for the government would be 
shifted from the government to other cooperative members* While 
not only unfair to other cqoperative members most probably this is 
also a violation of the ; cooperative Vs by-lavs and the state 
statutes which govern the; way cooperatives operate within the 
state • 

Part 52.241-8 provides in Relevant part that the govemnenl: shall 
pay a connection charge to cover the contractor's cost of furnish- 
ing and installing new connection facilities. Then^ on each 
monthly bill for service furnished, the government receives a 
credit until the accumulation of credits equals the amount of such 
connection charge. This i# inappropriate where the contractor is 
d not-for-profit cooperative and these credits would require other 
cooperative members to beat the cost of facilities constructed to 
meet the requirements of t]ie government, as well as their own. 

In a uooperatlve utility^ ^ates are based upon the actual cost of 
doing business. connection fees are typically charged only in 
cases in whit^h the rate apblicable to the prospective consumer is 
nut adequate to meet the expected costs of serving him. Since the 
rate does not cover the cost of the facility needed to serve the 
government, providing the government with a credit for connection 
facilities which were built to serve the government's own load 
would mean that those costs would have to be borne by the coopera- 
tive's other members. This would not only be unfair to those other 
members who are already payjing the cost of facilities built to meet 
their loads, but would pr9bably be In violation of the coopera- 
tive's by-laws, as well as state statutes which govern the way in 
which cooperatives operate! within the state. such action could 
also be considered as an unp^awful disbursement of capital credits. 

Because of the unique netikre of rural electric cooperatives, we 
request a meeting with you j;o discuss the problems presented by the 
proposed rule. Should you have any questions, please feel free to 

uuntact Michael Oldak, NRBCA's Regulatory Counsel, at (202) 857- 
9607, V ! ^ 



I Dan L. Broim 

0«n«ral Manag«r/CSO 
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General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N.W. , Room 4041 
Washington, D.C. 20405 

RE: In Reference to FAR Case 91-13 
Our Fild No.: 303,869.1 

Dear Sir: 



Golden Valley Electric Association, Inc. , is a rural electric 
cooperative association in the State of Alaska, which serves nearly 
50,000 interior residents. Golden Valley Electric Association and 
its members wish to express opposition to the proposed FAR Case 91- 



In section 52.241-13 Capital Credits, subsection (a), the 
proposed regulation states that the government shall be treated "as 
any other member, entitled to capital credits consistent with the 
bylaws of the cooperative." Subsection (a) should be the light 
that guides the proposed regulation on the acquisition of services 
from utilities. Unfortunately, subsections (b) , (c) , and (d) are 
inconsistent and directly adverse to the interests and intent of 
the bylaws of Golden Valley Electric Association. 

Capital credits, which are allocated from the operating 
margins of the cooperative, are th^ only equity within the 
cooperative utility system, and are paid to members depending on 
the financial condition of the cooperative. 




Subsection (c) , requiring payment of all unpaid credits upon 
termination or expiration of this contract is also in violation of 
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the bylaws. All members of the co-op must leave the capital 
credits in the control of the co-op for several years after 
termination for use as its equity* Sound financial planning 
requires flexibility in paying out capital credits. The association 
cannot operate if required to pay out capital credits as proposed 
in FAR 91-13. 

Additionally, it would be impossible for Golden Valley 
Electric Association to furnish a list of accrued credits by 
contract number, year^ and delivery point within sixty days after 
the close of the contractor's fiscal year. The process of 
allocation and notice of capital credits is as follows; 

1. The books have to be closed for the year; 

2. The audit must be performed; 

3. An analysis of the financial condition of the co-op must 
be done. 

4. The board of directors for the co-op has to approve the 
proposed allocation of capital credits for the year. 

On average, this process takes six months - well in excess of 
the two month limit that would be imposed by sxibsection (b) . No 
other member of the cooperative may insist on notice within sixty 
days. To allow the government such preferential treatment would be 
a clear violation of the bylaws, and would result in unacceptable 
costs to all cooperative members. 

Further, Golden Valley Electric Association questions the 
requirement that all capital credits be payable by certified check. 
However, as long as the cost of processing a certified check is 
deducted from the distribution, it may prove acceptable. 

In conclusion, subsections (b) , (c) , and (d) are in direct 
conflict with subsection (a) of the proposed rule. It is Golden 
Valley Electric Association's mission to provide electric service 
to the members at the lowest cost consistent with sound economic 
use of resources through responsible management of its capital and 
equity. Section 52.241-13 would make it impossible for Golden 
Valley to adequately achieve its mission. Though the government is 
a valued customer of the cooperative, the imposition of this 
proposed rule would have a profoundly detrimental effect on the 
internal accounting issuing system of the cooperative, in addition 
to resulting in prejudicial discrimination against the other co-op 
members. As stated, the proposed rule is unacceptable, and if 
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passed, Golden Valley Electric Association may be precluded from 
offering continued seirvices to the government. 



JAG/ Iks 

cc: Senator Ted Stevens 

Senator Frank Murkowski 
Congressman Don Young 
NRECA Dave Hutchins 



Yours f 



BIRCH, HORTON, BITTNER & CHEROT 




Cory R. Borgeson 

Local Counsel for Golden Valley 

Electric Association 
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Jackie Mani encxsor. 

v«aP««/ej« July 23, 1991 

VIA TELZCOPTgR ^209^ SQl-aa41 



Ms. Beverly Fayaon 

General Services Adainistration 

FAR Secretariat (Vi^) 

I8th and F Streets, N.W., Room 4041 

Washington D.C. 20405 

Dear Ms. Payson: 

These comments refer to PAR Case 91-13. 



../^u Blectric Company, Inc. and its subsidiaries agree 

^nS^iJil^ consents submitted by the Edison Electric 

Institute CEEI) which apply to the Acquisition of Utility Services 
under the Federal Acquisition Regulation (PAR) to the eitent that 
they would apply to utility services in Hawaii. 

ennt.*.i^^i*4»i?^.?5??fi? P^^^P®"** Changes applicable to 

contracts for utility services comply with the intent of Conaress 

Department of Defense AppropriatioSl I" 
of ullii^^ii^?'^" 100-202, Which requires that fSde?al pur?hasls 
of utility services be consistent with State law. Adopting the 
comments of EEI will ensure that this happens, it is particSlarl? 
important that the final regulations reflect the EEI Comments Ind 
their many changes to the technical language. These changel a?e 

2 SJrSSL 2y2?:S^^ ""^"^ '^'^ ^''^^ ^•^P^^i cleSttSg 

call *?4?-477o.^''*'""" regarding this issue, please 

Very truly yours, ^ 




An HEi Company 



National Rural Dectric 
Cooperative Association 



iiUU Maisachusetts N\\. 
Washmeton, D.C. 20036 
Telephone: 202 Sf^'-^fOO 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N^W. 
Washington, D.C 20405 



RE: Comments on Proposed Federal Acquisition Regulation: Acquisition of 
Utility Services, 56 Federal Register 23982 (Mav 24. 1991) (FAR Case 91-13) 

Dear Sir or Madam: 

NRECA is the national service organization for the more than 1,000 rural electric 
systems which service 25 million consumer-owners in 47 states. Many of these systems 
provide electric service to federal facilities; consequently, these proposed regulations will 
have a direct impact upon these systems. 

NRECA is concerned that many of the provisions of the proposed rule would 
unintentionally have serious impacts on cooperatives and their members because they 
ignore the unique way in which cooperatives are structured as memberowned, not-for- 
profit entities. Adoption of these rules as proposed could require violations of 
cooperative by-laws; articles of incorporation; United States Department of Agriculture, 
Rural Electrification Administration (REA) mortgage requirements; as well as state laws 
governing cooperative operations when electric service is provided to covered federal 
installations. 



Part 52 J41-13 Capital Credits. 

Of primary concern to NRECA are subsections (b) and (c) of proposed Part 52.241-13 
Capital Credits . NRECA agrees with subsection^ (a) to the extent that it indicates that 
the government is a member of the cooperative and, as such, must comply with the 
bylaws of the cooperative, just as any other member of the cooperative. 
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By contrast, NRECA believes that compliance with the requirement ot subsection (b), 
t^, to state, within 60 days after the close of the fiscal year, the amount of capital credits 
to be paid to the government and the date the payment is to be made, would be difficult, 
if not impossible. 

First, providing the amount of the capital credit accrued within 60 days of the fiscal year- 
end would pose a problem for some cooperatives. An electric cooperative typically 
provides notification of, or assigns, capital credits annually to each of its members as 
soon as practicable after the close of its fiscal year-end. Capital credits cannot be 
assigned, however, until the cooperative's aimual financial statements have been audited. 
The amount of such capital credit assignment, therefore, may not be available within 60 
days of the cooperative's fiscal year-end, depending upon whether its annual audit has 
concluded. Additionally, many distribution cooperatives are member-owners of 
generation and transmission cooperatives (G&Ts), and as such, are entitled to receive 
capital credits from the G&T. Since these capital credits are considered by distribution 
cooperatives to be non-operating incomes which impact their margins, it would be 
virtually impossible to determine the appropriate capital credits due the distribution 
cooperative from the G&T, and consequently due the distribution cooperative's own 
member-owners, within 60 days after the close of the distribution cooperative's fiscal 
year. 

Second, providing the timing of when the capital credit cash payout will be made is even 
more problematic. Capital credits are typically paid out in cash to members (ie^ retired) 
several years after the capital credit assignment While many cooperatives, pursuant to 
policies of their boards of directors, have established capital credit retirement cycles 
which set the timing of capital credit cash payout, such timing can be changed at the 
discretion of the cooperative's board of directors in response to the changing capital 
needs of the cooperative. If, during the period before capital credit retirement, the 
cooperative experiences the need for increased capital resulting from some catastrophic 
circumstance such as a hurricane, changes in available financing or other changing 
conditions, it might be necessary to withhold payment of those capital credits. 
Additionally, as discxissed below, the cooperative is prohibited from paying capital credits 
unless the cooperative has met the financial standards established by the United States 
Department of Agriculture, Rural Electrification Administration and anyone else who is 
a co-mortgagee with REA. 

More importantly, NRECA believes that subsection (c) would require the cooperative 
to violate its own by-laws, articles of incorporation and, consequently, state laws 
governing cooperatives. Under subsection (c), cooperatives would be required, upon 
termination or expiration of a contract, to pay the government for all unpaid capital 
credits. As indicated in subsection (a) quoted above, the government is entitled to be 
paid for capital credits via the method and at the time provided for in the cooperative's 
by-laws. Provisions requiring payment at the expiration or termination of a contract 
would generally be inconsistent with the very terms and conditions which subsection (a) 
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recognizes as controlling the provision of service from a cooperative to one of its 
members, the government. Such actions on the part of the cooperative would also most 
likely violate applicable state laws which govern the operation of cooperatives within the 
particular state. 

Capital credits are unique to not-for-profit electric and telephone cooperatives and, of 
necessity, must be treated in a manner which is consistent with their by-laws, as well as 
all applicable federal and state laws. A cooperative has no ''profits" to be disbursed to 
investors. Rather, to the extent that income exceeds costs, these "margins" accumulate 
as capital credits. They are, in accordance with the cooperative's by-laws, returned to 
the member-owners in direct proportion to their use of electricity. Return of capital 
credits to a cooperative's members is made in a manner which must be consistent with 
the requirements of the cooperative's by-laws. As a member of the cooperative, the 
government is entitled to be paid its capital credits, consistent with the cooperative's by- 
laws; it is not however, entitled to special privileges. Provision of capital credits to the 
government in a manner which is inconsistent with the cooperative's by-laws would grant 
the government a preference over other cooperative members. 

Preferential treatment for the government's capital credits over those of the other 
cooperative members could result in an electric cooperative's loss of cooperative status 
under federal income tax laws. Maintenance of cooperative status is required in order 
to preserve an electric cooperative's income tax exemption. In order to qualify for 
cooperative status, an electric cooperative must .conduct its business in a cooperative 
manner, or on a "cooperative basis," treating similarly situated members equally. 

Additionally, rural electric systems, as generally small "not-for-profit" entities, have 
limited sources of capital. The majority of their capital requirements are met by the 
REA. In order to be eligible for these loans, rural electric systems are required to 
develop and maintain certain equity levels. Disbursing capital credits may be restricted 
or prohibited by REA, depending upon the equity level of the borrower. Thus, repaying 
the capital credits as required in Part 51241-13 could be in violation of the terms and 
conditions contained within the government's own mortgage requirements, could cause 
the cooperative to default on its mortgage with REA or other lenders, or at a minimum, 
could prevent the cooperative from competing to serve the government's load where such 
competition is consistent with state laws. 



Part 52,241-8 Connection Charges 

Part 52.241-8 Connection Charge, also creates a procedure which is inconsistent with the 
way in which cooperatives operate as not-for-profit member-owned systems. Under the 
proposed rules, the cost of providing connection facilities for the government would be 
shifted from the government to other cooperative members. While not only unfair to 
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other cooperative members, most probably this is also a violation of the cooperative s by- 
laws and the state statutes which govern the way cooperatives operate within the state. 

Part 52.241-8 provides in relevant part that the government shall pay a connection charge 
to cover the contractor's cost of furnishing and installing new connection facilities. Then, 
on each monthly bill for service furnished, the government receives a credit until the 
accumulation of credits equals the amount of such connection charge. This is 
inappropriate where the contractor is a not-for-profit cooperative and these credits would 
require other cooperative members to bear the cost of facilities constructed to meet the 
requirements of the government, as well as their own. 

In a cooperative utility, rates are based upon the actual cost of doing business. 
Connection fees are typically charged only in cases in which the rate applicable to the 
prospective consumer is not adequate to meet the expected costs of serving him. Since 
the rate does not cover the cost of the facility needed to serve the government, providing 
the government with a credit for connection facilities which were built to serve the 
government's own load would mean that those costs would have to be borne by the 
cooperative's other members. This would not only be unfair to those other members 
who are already paying the cost of facilities built to meet their loads, but would probably 
be in violation of the cooperative's by-laws, as well as state statutes which govern the way 
in which cooperatives operate within the state. Such action could also be considered as 
an unlawful disbursement of capital credits. 

Because of the unique nature of rural electric cooperatives, we request a meeting with 
you to discuss the problems presented by the proposed rule. Should you have any 
questions, please feel free to contact Michael Oldak, NRECA's Regulatory Counsel, at 
(202) 857-9607. 




Bob Bergland 
Executive Vice President 
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BEFORE THE 
GENERAL SERVICES ADMINISTRATION 
FAR SECRETARIAT 



Federal Acquisition Regulation; ) FAR Case 91-13 

Acquisition of Utility Services ) 

COMMENTS OF THE AMERICAN GAS ASSOCIATION 
The American Gas Association (A.G.A.) files these comments on the proposed 
revision of the Federal Acquisition Regulations (FAR) (56 Fed. Reg. 23982 (May 24, 
1991)). 

A.G.A. is a national trade association comprising some 250 natural gas distribution 
and transmission companies located throughout the UnKed States. A.G.A. members 
account for 85 percent of tine nation's total annual natural gas utility sales. Many 
members sell and ti'ansport gas for the federal govemment Hence, A.G.A. has a vital 
interest in this proceeding. 

I. SUMMARY 

In tiiese comments, A.G.A. shows tiiat Executive Order No. 12612, reprinted in 
52 Fed. Reg. 41685 (Oct. 30, 1987), and the Federal Property and Administrative 
Services Act (FPASA), 40 U.S.C. §471 , require that tiie proposed regulations be modified 
to make it clear tiiat executive agencies and departments (collectively referred to here as 
federal agencies) must abide by state policies governing utility service, including service 
areas and service conditions. 
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II. FEDERAL AGENCIES MUST COMPLY WITH STATg POLICIES 
§41.004-1 (d)(1) and (e) of the proposed regulations bar an agency from buying 
electricity in any way that is "inconsistent with state law governing the providing of electric 
utility service, including state utility commission rulings and electric utility franchises or 
service territories established pursuant to state statute, state regulation, or state-approved 
territorial agreements." 

As discussed below. Executive Order No. 1 261 2 and the FPASA mandate that this 
principle be applied to the acquisition of other utility sen/ices as well, including natural gas 
transportation service.^ 

Executive Orders have "the force and effect of a statute".* As a result, federal 
agencies must comply with Executive Orders. Executive Order No. 12612 requires 
executive departments and agencies to abide by a prescribed set of federalism principles 
designed to ensure that the federal government does not encroach on the authority of the 
states to address local issues, as reserved by the Tenth Amendment to the U.S. 
Constitution. A copy of Executive Order No. 12612 is attached in Appendix A of these 
comments. 

The Executive Order notes that "[l]n most areas of governmental concern, the 
States uniquely possess the constitutionai authority, the resources, and the competence 




'The revised regulations cover only "utility services" 
(§41.000) . The regulations expressly do not encompass the purchase 
of conmodities , such as natural gas, from a utility 
(§41. 002(b) (4)) . 

^Association For Women In Seienee v. Calif ano. 566 F.2d 339, 
344 (D.C. Cir. 1977). 
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to discern the sentiments of the people and to govern accordingly ..." (§i(e)). The 
"constitutional authority" referred to are the powers reserved for states by the Tenth 
Amendment. The Executive Order obsen/es that "[t]he nature of our constitutional system 
encourages a healthy diversity in the public policies adopted by the people of the several 
States according to their own conditions, needs, and desires." (§1 (f)). 

As a result, the Executive Order declares that "Federal action limiting the 
policymaking discretion of the States should be taken only where constitutional authority 
for the action is dear and certain and the national activity is necessitated by the presence 
of a problem of national scope" (§3(b)). 

Especially significant here is the directive in the Executive Order that requires 
federal agencies, "when undertaking to formulate and Implement policies that have 
federalism implications", to "[r]efrain to the maximum extent possible, from establishing 
uniform, national standards for programs and, when possible, defer to the States to 
establish standards." (§3(d)(2)). This directive is reinforced by the statement that "[a]ny 
regulatory preemption of State law shall be restricted to the minimum level necessary to 
achieve the objectives of the statute pursuant to which the regulations are promulgated" 
(§4(c)). 

The concern about infringing on state authority is highlighted by the establishment 
in the Executive Order of spedal procedures to be applied if there is even the possibility 
of an infringement "As soon as an Executive Department or agency foresees the 
possibility of a conflict between State law and Federally protected interests within its area 
of regulatory responsibility", declares the Executive Order, Ihe department or agency shall 
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consult. to the extent practicable, with appropnate officials and organizations representing 
the States in an effort to avoid such a conflict" (§4(b). 

Moreover, the federal government has recognized that it is bound by state policies 
regarding utility service. The FPASA, 40 U.S.C. §§471, 481(a)(4), authorizes GSA to 
represent the federal government in proceedings before state public service commissions 
(PSCs). The federal government "submits to the state's detemiination, through its 
regulatory agency, as to the availability and cost of public utility service.*^ A treatise 
notes:* 

Since 1949, the GSA has closely monitored and, in some cases, intervened 
in rate hearings before state commissions where the rates requested by a 
utility would greatly affect the cost of services to the United States 
government. GSA gives dose attention to rate design to insure that the 
government does not pay a disproportionate part of any increase and is not 
discriminated against in the setting of rates. 

Indeed, a PSC cannot impair the right of GSA to represent the federal government in PSC 
proceedings.' 

The proposed regulations recognize the federal government's interest in PSC 
proceedings. For example, the proposed regulations require federal agencies to notify 
GSA if "a regulated supplier proposes changes in rates or terms and conditions of sen/ice 
that may be of interest to other Federal agencies and intervention before a regulatory 



American Gas Association, Recmlatlon of the Ga s industry . 
§4. 12 [4] (1990). » 

'Id. 

United States v. Public Service Comnlaston. 422 F. Supp. 676 
(D. Md. 1976) . 
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body is considered justified". (§41. 006-2(b)). The iagency can ask GSA to authorize the 
agency to intervene on its own behalf in the PSC proceeding. In addition, the proposed 
regulations say that any PSC order that changes the rates of a utility that provides service 
to a federal agency "shall be made a part of the contract [between the utility and the 
federal agency] by contract modification'' (§41.CX}6(c)). Hence, the federal government 
recognizes that it is bound by PSC orders. 

The federalism principles underlying Exeojtive Order No. 12612 jind the FPASA 
require that the proposed regulations make it dear that federal agencies must abide by 
policies established by states when procuring utility service. These policies include the 
franchises granted by most states to utilities, including natural gas local distribution 
companies (LDCs), to serve a specific service area.' In return for a franchise, LDCs have 
an obligation to serve all of the needs of the consumers in the service area. LDCs built 
their distribution systems to serve these needs. This package of service obligations and 
business opportunities would be undermined if federal agencies could ignore sen/ice 
areas determined by a state. Hence, federal agencies must adhere to the service area 
determination by the state. 

It bears emphasis that adherence to the service area determination by the state 
does not necessarily affect a federal agency's choice of a natural gas supplier. As noted, 
the proposed regulations address only natural gas transportation service, not sales 



National Association of Regulatory Utility Conmissioners, 
"1989 Annual Report on Utility and Carrier Regulation" (referred to 
here as "NARUC Report"), table 69, pp. 564 (1990). 



-6- 

service. Moreover, virtually all LDCs provide transportation service/ 

Likewise, the federalism principles underlying Executive Order No. 12612 and the 
FPASA require that the proposed regulations make it clear that a federal agency should 
negotiate a contract that is consistent with the service conditions in the tariff approved by 
the state's PSC. Service conditions, too, are a local concern and are best addressed by 
the state. Most states require utilities to obtain regulatory approval in order to constnjct 
facilities and provide service.' Forty-nine states and the Oistiict of Columbia regulate tine 
rates for natural gas service for ultimate consumers.' 

There is a substantial risk that state policies regarding service conditions would be 
undermined if the proposed regulations allow federal agencies to insist upon service 
conditions that are inconsistent with conditions approved by the state. Likewise, an LOC 
might be subject to conflicting obligations. For example, ttie contact provision mandated 
by §52.241-10 authorizes the agency to "[alt any time . . . designate any location witiiin 
tine sendee area of the Corrtractor [utility] at which utility service shall commence or be 
discontinued." An agency might argue that this provision allows it to "bump", or interrupt 
sen/ice to, an existing shipper at a delivery point or to require ttie utility to constiiict 
facilities to provide service at any location. That could conflict witii ttie service priorities 
in tile PSC-approved tariff and undermine state policies. 

recent survey by A. 6. A. found that 92 percent of LDCs 
provide transportation service. "Gas Distribution Industry Pricing 
Strategies - 1990 Update", p. 4. * 

^ARUC Report, tables 67 & 68, pp. 560-563. 
^ARUC Rieport, table 4, pp. 420-421. 



This compelling state interest in ensuring compliance with its policies is reinforced 
by the directive in the Executive Order that federal agencies "[r]efrain, to the maximum 
extent possible, from establishing uniform, national standards for programs and, when 
possible, defer to the States to establish standards" (§3(d)(2)). There is "no problem of 
national scope" that could justify deviating from this mandate to abide by state policies 
(§3(b)). 

Hence, the federalism principles underlying Executive Order No. 12612 and the 
FPASA require that agencies abide by state policies regarding utility sen/ice areas and 
operations. The proposed regulations should incorporate a provision that reflects this 
directive. 

Thank you for this opportunity to comment 



Respectfully submitted, 



July 23, 1991 




Kenneth M. Albert 
Counsel, Legislative and 

Regulatory Affairs 
American Gas Association 

Andrea R. Milliard 
Director, Legislative and 
Regulatory Affairs and 
Assistant General Counsel 
American Gas Association 
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For further information concerning these comments, please contact: 

Kenneth M. Albert 
Counsel 

Legislative and Regulatory Affairs 
American Gas Association 
1515 Wilson Boulevard 
Arlington, Virginia 22209 
703/841-8464 
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Tille 3— Executive Order 12612 of October 28. 1987 

The President Federalism 



By the authority vested in me es President by the Constitution and laws of the 
United Slates of America, and in order to restore the division of govemmentai 
responsibilities between the national government and the Slates that was 
intended by the Framers of the Constitution and to ensure that the pnncjples 
of federalism established by the Framers guide the Executive departments and 
agencies in the formuUUon and implementation of policies, tt is hereoy 
ordered as follows: 

Secdoiil. De/Miitiona. For purposes of this Order ^-^ 

(a) "Policies that have federaUsm implications ' refers to regulations, legisla- 
tive comments or proposed legislation, and other policy statements or actions 
that have substantial direct effects on the States, on the relationship between 
the national government and the Slates, or on the distnbution of power and 
responsibilities among the various levels of government, 
lb) "Slate" or "States" refer to the Slates of the United Slates of America. 
individuaUy or collectivelv. and. where relevant, to Slate governments, jnclud- 
ing units of local government and oUter political subdivisions established by 
the Slates. 

Sec. 2. Fundamental Federalism Principies. In formulating and implementing 
policies that have federalism implications. E.xecuiive departments and age.n- 
cies shall be guided by the following fundamental federalism principles: 

(a) Federalism is rooted in the knowledge that our political liberties are best 
assured by limiting the size and scope of the national government 

(b) TTie people of the Slates created the national government when they 
delegated to it those enumerated govemmentai powers relatmg to matters 
beyond the competence of the individual States. All other sovereign pov^ers. 
save those expressly prohibited the Slates by the Constitution, are reserved to 
the States or to the people. 

(c) The constitutional relatioiwhip among sovereign governments. Slate and 
national, is formalized in and protected by the Tenth Amendment to the 
Constitution. 

(d) The people of the Slates are free, subject only to restrictions in the 
Constitution itself or in constitutionally authorized Acts of Congress, lo define 
the moral political and legal character of their lives. 

(e) In most areas of govemmenwl concern, the Slates uniquely possess \he 
consUtutional authority, the resources, and the competence to diswm the 
senUmenta of the people and to govern accordingly. In Thomas Jefferson » 
words, the Slates are "the most competent administrations for our domestic 
concerns and the surest bulwarks against antirepublican tendencies." 

(f) The nature of our constitutional system encourages a healthy diversity in 
the public policies adopted by the people of the several Slates according to 
their own conditions, needs, and desires. In the search for enlightened public 
policy, individual Slates and communities are free to experiment with a 
variety of approaches to public issues. 
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(g) Acts of the national govemment-whether les.slative. executive, or iudiciaj 
n natSi-^nat exceed the enumerated powers oi that govemment unaer tns 
CoSJSn violate the pnncpie of federalism esiaonsnea by the Framers. 
fhl Policies of the national government should recognize the responsibility 
LfL^nrshould encSSrage opportunities for-individuals, fam.hes. aeighbor. 
Soods local govemmen«. and private assocations to acmeve the.r personal, 
social, and economic objectives througn cooperative effort. 

ai"or«s^' 'str ^ 

-f "f"^ 8<.v«»H».. should b. 

tions: . 
f-1 Th««i should b« strict adhwencB to constitutional principles. Execuuve 
SnIrtSLts «d aawSes closely examine the conatitutionai and 

«S di««SS?oWsSres, and should carefully assess the w^c^'jy 
S?cS;??-o th. extent practicable. Slate, shodd be con^^^^^ 
any such action is implemented- Executive Order No. 12372 l.^J'^^'^^f'^^^ 
tS Review of Federal Programs ') remains in effect for the programs and 
activities to which it is applicable. 

(W Federal action Umiting the policymaking dis««tion of the Slates shoi^^^^ 
UtoTSy where conatitationL authority for the action is c^ear certain 
andlha national activity is necessitated by the presence of a problem of 
nntional scope. For the purposes of thia Order 

(1) It is important to recognize Ae distinction between Problem, of^njj'^nal 
Jnnm (which mav iustifv Federal action and problems that are mereiy 
SSon tiSe SSaaTwWch will not juatify Federal because mdivtdual 
States, acting individuaUy or together, can effectively deal with them). 

(2) Constitutional authority for Federal action is clear and "^ain only when 
author^ for the action mky be found in a P"»^'»'°°°if!i^"'"^^^^ 
Som thSre is no provision in the Constitution P^^'^^^^f^, 

the action does not encroach upon authority reserved to the Slates. 

(c) With respect to national policies administered bvjhe Slatej the na^ 
mvemment should grant the States the maximum admimstrauve disCTetion 
SSTntmSJe: Federal oversight of State administration IS neither nece,^ 

saiy nor desirable. 

(d) When undertaking te formulate and implement policies that have federal- 
ism implications. Executive departmenU and agenaes sftau. 

(1) Encourage Stete. te develop Uteir^own polia^s to^^^^^ 

tivcs and to woric with appropriate offidala in other Stetes. 

(21 Refrain, to the maximum extent possible, from esteblishing «ni«P™- 

S^tenSSds fS progr«na and. whS poasible. defer to the Slatea to estabhs. 

(3) When national stendards are reqiared. consult ^^jj. "PP^!? aVi^^^^^ 
and organiiations representing the Stetes m developing those standaro. 

See. 4. Special Requinments for PnempUon. (a) To the 

ExJStive dejartmenu and agencies shall f «»^J,^J2r\»Hn«tu^^ 
otherwiae. a Federal stetete to preempt Stete law only 
SnTan express preemption provi«on or there ia ^^JJ: 
Mloabte widSce compeUlng the conclusion that the Confess intende 
SSSSoi of sSte lai. or when th. exercise of Slate authonty djrecc 
SSs wi£ the txefciao of Fed««l authority under the Federal stetut 
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(b) Where a Federal aUtute does not preempt State law (aa addressed in 
subsection (a) of this section), Execunve departments and agencies snail 
construe any authorization in the statute tor the issuance of regulations as 
auihonzing preemption of Slate iaw by ruie-maKing oniy wnen the statute 
expressly authorizes issuance of preemptive regulations or there is some other 
firm and palpable evidence compelling the conclusion that the Congress 
intended to delegate to the departmpnt or agency the authonty to tssue 
regulations preempting State law. 

(c) Any regulatory preemption of State law shall be restricted to the minimum . 
level necessary to achieve the objectives or the statute pursuant to which the 
regulations are promulgated. 

(d) As soon as an Executive department or agency foresees the possibility of a 
conflict between State law and Federally protected interests within iU area of 
reguiatorv responaibiiity, the department or agency shall consult to the extent 
practicable, with appropriate ofHciais and organizations representing the 
States in an effort to avoid such a conflict. 





(e) When an Executive department or agency proposes to act through adjudi- 
cation or nile*making to preempt State law. the department or agency shall 
provide all affected Statea notice and an opportunity for apprispriate participa- 
tion in the proceedings. 

Sec 5. Special Requirements for Legislative Proposals. Executive departments 
and agencies shall not submit to the Congress legislaUon that would: 

(a) Directly regulate the Statea in ways that would interfere with functions 
essential to the States* separate and independent existence or operate to 
directly displace the States' freedom to structure integral operations in areas 
of traditional governmental functions; 

(b) Attach to Federal grants conditions that are not directly related to the 
purpose of the grant or 

(c) Preempt State law, unless preemption is consistent with the fundamental 
federalism principles set forth in section 2, and unless a clearly legitimate 
national purpose, consistent with the federalism poUcymaking criteria set 
forth in section 3, cannot otherwiae be met 

Sec. 8. Agency Implementation, (a) The head of each Executive department 
and agency shall designate an official to be responsible for ensunng the 
implementation.of thia Order. 

(b) In addition to whatever other actions the designated official may take to 
ensure implementation of this Order, the designated official shall determine 
which proposed policies have sufficient federalism implications to warrant the 
preparation of a Federalism Assessment With respect to each such policy for 
which an affirmative determination is made, a Federalism Assessment as 
described in subsection (c) of this section, shall be prepared The department 
or agency head shall consider any such Assessment in all decisions involved 
in promulgating and implementing the policy. 

(e) Each Federalism Aaaeasment shall accompany any submission concerning 
the policy that is made to the Office of Management and Budget pursuant to 
Executive Order No. 12291 or OKfB Circular No. A<-19, and shall: i 

(1) Contain the designated offidars certificaUon that the policy has been 
assessed in light of the prindplea* criteria, and requirements stated in sections 
2 through 5 of this Orden 

(2) Identify any proviaion or element of the policy that is inconsistent with the 
principles, criteria, and requirements stated in sections 2 through 5 of this 
Order 

(3) Identify the extent to which the policy imposes additional cosU or burdens 
on the States, including the likely source of funding for the Statea and the 
ability of the Statea to fulfill the purposes of the policy; and 
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(41 Identify the extent to which the policy would affect the Slates' ability to 
dischaige traditipnai State govenunental functions, or other aspects of State 
sovereignty. 

Sec. 7 Government-wide Federalism Coordination and Review, {a) In impie- 
meitmt! Executive Order Nos. 12291 and 12498 and 0MB Circular No. A-19. 
the Office of Management and Budget to the extent perinitted by law ana 
consistent with the provisions of those authorities. shaU take action to ensure 
that the policies of the Executive departments and agencies are consistent 
with the pnndpies. criteria, and requirements stated in sections 2 througn 5 ol 
this Order. 

(bl In submissions to the Office of Management and Budget pursuant to 
Btecutive Order No. 12291 and OMB Circular No. A-19. Executive depart- 
™SS aid a'SSdea shaU identify P^PO-^i.'^-t'nr and sutut^^^^^ 
sions that have significant federalism implications and shall addrws anv 
subsunual federaiilm concern.. Where the dep«tment» or J8«nci«d^ t 
aoorot»riate. substantial federalism concerns should also be addreaaed in 
notices of proposed rule-making and messages tranarailting legislative propos- 
als to the Congress. 

Sec 8. ludidai Reviaw. This Order is intended only to improve the "internal 
management of the Executive branch, and is not intended to create any nght 
or benefit substantive or procedural enforceable at law by a party against the 
United States, its agencies, its officers, or any person. 
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July 23, 1991 



General Services Adalsistration 
FAR Secretariat (VRS) 
iSth and F Streets Ntf Roan 4041 
Vashlngton, D.C. 20405 

Subject: FAR Case 91-13 

Dear Sir: 

The purpose of this letter is to provide written ccssnents 
concerning the proposed rule on acquisition of services from public 
utilities (56 Federal Register 23982) issued by the General 
Services Adainistratloo. 

Specifically, Copper Valley Blectric Association (CVEA) , a member 
owned cooperative, is concerned about Section 41.007J. (Part 
52.241*13 (a) through (d)) and would make the following coEoients. 

S2.24M3 (a) As part of it's Squity Management program, CVEA has 



established policy whereby a targeted rotation 
period of capital credits is determined; however, 
due to a nusiber of unforeseen circumstances any 
cooperative caniiot predict with absolute assurance 
the time of payment of capital credits. 



52.241*13 (b) CVSA's Bylaws provide for annual noticing of capital 



credits assigned to each member within a reasonable 
time after the end of the fiscal year (December 31) . 
CVEA policy further mandates this noticing take 
place by Me 30 following the end of the fiscal 
year. The Rural Electrification Administration 
(SBA) requital audit reports to b« completed by 
April 30. CVmx would be uaeble to meet tbe 60 day 
requirement due to tbe short tine £rwie allowed and 
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52.241-13 (c) CVSA is a tax exempt non-profit cooperative. 

Preferential (early) retirement of capital credits 
vould not only be a violation of our Bylaws and 
Policy, but would be likely to jeopardiie our tax 
exempt status. REX and Internal Revenue Service 
requirements are clear as to limitations imposed on 
retirement of capital. 

52.241-13 (d) The requirements that payments be made by certified 
cbeclc, cite contract numbers and indicate status of 
unpaid capital credits is onerous. CVBA is 
considered a small cooperative, yet capital credit 
disbursements often involve thousands of checks. 
The record keeping burden imposed by this proposed 
rule vlU serve to increase the cost of providing 
service to current members. All capital credit 
refunds reference member numbers and are sent to the 
last forwarding address provided by the patron. 
Checks also reference the period for which the 
refund is made, cm believes this degree of 
reporting should be adequate for federal contracts. 

To sunnarize. the proposed rule includes terminology which is 
inconsistent with CVBA Bylaws and the cooperative form of business 
organization. CVBA reconnends the General Services Administration 
work directly with the National Rural Electric Cooperative 
Association to address these inconaiatencies prior to issuance of 

Article yil of CVBA's Bylaws which more specifically addresBSfl Ph* 
non-profit operation of our cooperative. ^ 

Sincerely, 

Sobert A. Wilkinson, CPA * 
Ihnager, Administration and Finance 

Bnelosure 




AlX ■■■iti warg fo 

And n»e«Xir«i>X« f jraa 

of opojr«i^lii9 oo«^« And 
me o« roo«i±pti ^Im 
aXvod %rleis t:tM landi 
ifujmXahnd toy t:JlM» 

tio A crmpX^mX aooovus^ for 
moil MBount:A Xn WKOonA o£ 
And AJCponAAfli^ t 

:XAt;Xon aIiaXX bo oot: up 
etiA^ Ati etio ond of 
me of OApXtiAX, Xf 
by ^aob iwlb mxr Xa oXoAjrXy 
crjTAdXeod Xn An A yjpa ropjr Xa 

OApX-tAX AOeOlUie of OAOb 

AAooeXAeXoA MbAXX, wXebXn 
AfeojT ei&o oXoAo Of ebo fx 
oaob siombAr of ebo Asiotme 
ojTAdXeod eo bXA Aoeoiant;^ 





iJsdXvXdiiAX noeXeoA of 
by AAOb BMaflritMjr AbAXX 
rXAeXon sioeXf Xaa 
leo AflKnsne of Aiaob 
A oXaajt AxpXAnAeXen of 

lob 

for- bXflBAoXf ei 

OJTAdXe^ 




CO) AXX Aucb 

Aoco«me of Any Metnbexr ebAXX 
AeAtiiiA AS eboui^b eboy bAd 
wiriMbo jr Xn OAob Xn cmx^aia^ 
oblX^A^Xon tio do no, 
fur^nXabod ebo Jt0AocXAt:Xon 
mt:0 foz- OApXtiAX. 



55 




X±'±crat:i.on. 






7.0X. Za1:«M»« or 



tar its Mil mil tx^m^ ^ «l»a.««x 



7.W. 




C*l_Za th» farni ah t nq of •X'ootrz'Xo 

'•^ioa'm op»r-at:Xona alkAXX o« so oon- 
ttefc all ■Mtars wXXX, ^*»<>«*9h fclMXr 
»ge, funlsh o*pXt:aX tor ^fce iCa«o<;±«. 
• la order to Xjiduce pA^z-onaao and 
rv, mm that tte Jl^sooXa^ioiTwXXX ole<r«£o on 

CO « *ioii-proflt bMXs* AA»oeXitlon IS 




54 



<^pJ.^«l ejr«<li.««<i 1:0 till* aoc<^« 
wtjicn eorxwapontls -fco capital 

^i.on «vurni^liijn9 pow«ir supply 
' «uppJLy «o - 




?!r ■ .*ff^*»*»^^-«»gr ttli« potion o£ mieh eapX-feaX 
X«Xca«:Xon on «lso A«aoeXat:Xoii • a boo)cs o^Zu^b 




mnmruMT sliaXX 1>« assX^natoXA onXy on ^i»m boo! 



•«aeo«8eosrs Xn X»t:ar-««li o^m^oc-.^SlS^ Xn 



cupancy Xn aXX ox- part o« auoH ,,,1 
Fff^-f?^*^?? **ar AasoeXat^Xon, unX 



ff*-_5^ S»na,«x appXXcttXen, atSkxx d«tianX»a 



fX) NoewXtlastanaXa^ any otbez' prov^XaXon a« 
tbese ByXawa, tho Boa>rd o« DXirSotoJi aSaXX 

upon trhe deal^b oC any mSZ^x who^auT^ 

xn -fclM pr«ea<SXn9 pAsra^z-apli, upon deatli 



5*7 




Xona or capXtaX cjredXfead th« AaaoeXa- I 
madjbax-a, (3) provXdo 



•eeoun^a and C4> pr-ooXude a ^anac^aX sal^X**-- 
"TOfeor aueb pojrfeXona o« oapXtaX eradXtod 1 
^«!I^I?^^f'" P«rXo«- t:o iiha j 

to saetnbaz-a for- ttie aana yaar ok> o*' anv 



alloe&tiMf ^SL^^^i** And wiy 



JJjiia be r««iiM<J «z>cmd ^mT^ZJ^ ^ that 
appreciated aseeti <^»<Lw , o« any 

Jurlag the p«?Jj t:l5? ."^^i" wl^L 



*.«»ci^S2» 3li'^^£f Of 



t^'^^^on I power- supE>iy 



9/ 



Of an uaigoM oi! 
1), If tlMi Xmg^X^ 

capital mo aradi.ib«l oar mmm 
may b«, tv^iir^d pjri.or^ t:o ^1m» 
eapitml ifoold o^lMurwiflia 1>9 jre^i.x«dl 
|M»rijilou of -eiie ByXaiw0, jcoti.i.j 
capital iaMli.At^oXy upon oucli 
gsfioral applicai^JLon 0i.^uai^±on0 
kiadr and noh Xo^aiX aropr*oM»at:A^Xva»«i, sIiaXX 
agree npons PROVZDBD, lio%» o- y^r'# etiA^ ^tie 
financial condJL'^Xon of 'fclM A9«ooi^aieXon wXXX 




(i) Tbe AMOcXait^Xon, Jbefoird x'e^XarXn^ amy 
capital crndited tio amy fwignhKig ' 0 Aocoian^ , 
ahall ded qct tliejrafrxMn amy «mcMan^ owXn^ Joy 

vith intaroat ^licijreon at^ ^be aXabJca X^aX 
rate on jadgaient:a i.11 £eot: when such aunount: 

Id AnnuttlXy* 



(k) ne oMtejTv ot tihie Jlai 0001.0^X00, kiy 
dealing vitb t:ho AaseolAtiXofi, aoJcxiowXoaQ^ 
that the tenM amd pjrovX0Xoo0 of 
Articlee of Xnoox^porA-^Xon amd ByX0%#0 oiiAXX 
conetitate and h0 0 oont^z>0Ot: toet:%#00n t^lie 
Aeeociation and 00OI1 nmnlMK-, aund bot^li t:lxo 
AaeociatioQ and ni0mb9r*0 0ar0 bound by 

each a oontraoer mtM fuXXy 00 ^bou^b oAcb 
u nb a r bad indXv-Xdu0XXy 0X9nad 0 00p02r0^0 
inati inniir coa^0iLnXnQ 0uob tiozrms auid prxrvX— 
eioae. The pcw^X0±on0 of -febXa aurt^XcXo of 
tiie Bylawe ahaXX bo C0XXed t:o tibe 0tLt:0nt:Xon 
of each ein r w r of ^b0 Jl00ooX0t:Xon by po0ii— 
Ingt in a conepXououo pX0Oo, Xn t;b0 JUi0OoX0— 
t:Xoa*e office* 

fl) The aIloe0t:Xon of p0^£'on0^e O0pXt:0X 
ahall be 0ade by dXo-^r^Xoti aa d0f Xxi0d Xn 



58 




^^^^^^^ o^?s;^^t«« -*»o«ici 




vxxx 



59 




Posr Office Box 36Q 




To: General Services Administration, FAR Secretariat (VRS) 

From: Paul E« Weatherby, President/CEO, Cobb Electric Membership 
Corporation 

Date: -July 22, 1991 

Subject: General Services Administration, Proposed Rule Change On 
Federal Acquisition Regulation; Acquisition of Utility 
Services (FAR Case 91-13) 




After reviewing the General Services Administration (GSA) proposed 
rule on the acquisition of services from utilities (56 Federal 
Register 23982) and more specifically section 52.241-13 Capital 
Credits, Cobb Electric Membership Corporation would like to make 
the following general comment about capital credits and the 
proposed rule and then comment on specific concerns related to the 
adoption of this rule in its proposed format. 

First, we believe it is important to understand that capital is 
provided by a cooperative's membership through its rate structure. 
By nature, a rural electric cooperative and the bylaws under which 
it operates recognizes that each dollar received from its members 
in excess of its cost of electric service is an investment by the 
members in the cooperative which at some time in the future the 
member is entitled, the allocation of these margins (net 
revenues) to members or patrons should assure equitability and be 
credited to those members who provided the capital whether it is 
recorded in current year margins or deferred to a later period. 

As one of^Ahmr largest and fasted growing distribution cooperatives 
in the nmlij^aitr Cobb Electric Membership Corporation recognizes the 
GovernmeflillbMttit lament to capital credits in a manner that is 
consistead^iid^^ the bylaws of the cooperative* As a member of a 
cooper ativfir;tt^ should be entitled to a list of accrued 

capital cjred£i#: within a reasonable time after the close of the 
coopferative^i^'^ f le^ year^* o# each calendar year^ whichever is 
mofe apfMTopipiaflsl'for finamelal reporting purposes* A reasonable 
perti^ mig&< %|e^t^^^ foe^Jm. eectioa 12 

o^Ntfce^^i^pleil^ and; Secur it9iv.4c^eeaie&t^. jri th IM 

^Z^' 1 "^c? TiuMh^^Cti^T^iXi^ (CF^X and 
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Secondly and more specifically, this proposed rule on capital 
ri..ilt cAU'vF-: : i ten i f i can t rnnoorn to Cobb Electric Membership 
rorpuration. The rile jeopardizes the basir means for 
r ap i t .1 I ! z ! Ui^ A : Mijpera t i ve . The primary source of equ i t y. ( i t a 1 
for a cooperative is its margins. Before a rural electric 
cooperative can consider efforts to raise capital from sources 
outside the Federal Government the financial stability of the 
cooperative must be sound. Investors have traditionally been 
concerned about financial stability and the ffoing concern aspects 
of a business. One way of measuring a cooperative's financial 
stability and ability to meet its future obligations is to look at 
financial ratios. Ratios such as TIER (Times Interest Earned), 
current ratio (current assets to current liabilities) and debt to 
equity (lonir term debt as a percentage of equity) are important 
barometers. Investors want to make sure their investments are 
safe and that the level of risk is acceptable. Mandatory payments 
of capital credits erodes equity, cash and cash equivalents used 
to meet working capital requirements. This erosion appears to be 
counter productive to moving EMC*s toward private financial 
markets. For a cooperative to meet its operating needs in such an 
environment would require higher rates to fund the higher cost of 
money needed to' satisfy investors concerned about the increasing 
risks associated with the industry. Higher rates would make the 
cooperatives less competitive in the market place and would add to 
the financial problems already concerning the Rural 
Electrification Administration. 

To pay the Government upon termination or expiration of a utility 
service contract with the GSA and the utility supplier for all 
capital credits assigned to them would not be consistent with the 
bylaws of most cooperatives since a specific method and time of 
payment is not always spelled out in the bylaws. Even when these 
elements are spelled out they would not normally provide for 
immediate payment upon the happening of a given event, 
specifically the termination of service. Allocation methods vary 
among electric distribution cooperatives. Some allocate margins 
based on the first^inf first**out method (FIFO), others use a 
last-in, first-out method (LIFO) and still others use a percentage 
method, or other special methods that may require discounting or 
payment la deceased patrons. Some cooperatives have rotating 
cycles otlMrs do not. The common thread among all is that the 
adopted mefbod probably gave consideration to local political and 
economic factors as well as applicable state statutes. To disrupt 
current practice by providing an out-^of -pocket payment without 
regards to exist inc bylaws is not onlj; unfair to other members 
within the same customer class but also inequitable between 
classes. Most patronage capital methods provide for payments to 
be made over a number of y#ars« Often cooperatives do not have 
regular cycles.. ThisrvlgL part ieiiiarly.. true for fast, growing 
cooperatives hmTinc larger eapital preject ezpeadit«ros tv meet 
senpice demamds» W re^ cask he avaiUtble ta'Wet 



G<; V * riimen t coiitract couau i t uien t .3 in thn futurtr cni.il<l iuipusf .ijniat 
hardships on these cooperatives by straining cash resources that 
are already scarce. 

In summary* amounts to be refunded through capital credit payoierits 
should be driven by equity levels, capital improvements and cash 
flow considerations. To make exceptions for the Federal 
Government could violate the common law principles of cooperative 
taxation in that all earnings must be returned to members on an 
equitable basis. Patronage dividends must be allocated and paid 
in accordance with a pre-existing legal obligation which is 
democratically controlled. The proposed rule on capital credits 
may also violate the pre-existing legal obligation between all 
patrons and their cooperative, because it may disrupt existing 
bylaw provisions to such an extent that it actually impairs 
existing vested contractual rights. 

Cobb Electric Membership Corporation appreciates the opportunity 
to submit the above comments to the General Services 
Administration. We hope that these comments along with any others 
received will be given careful consideration before adoption of 
the final rule. . 



cc: Mr. Bob Bergland, General Manager, NRECA 
Ms. Brenda Edwards, GEMC 

Mr. Jere T. Thornet GEMC Director of Governmental Affairs 



Sincerely, 



Paul E. Weatherby 
President/CEO 




Sawnee 

Electric Membership Corporation 




P.O. Box 266 



Cuiiuning, Georgia 30130 
Cumming - (404) 887-2363 
Atlanta — (404) 5T7-4576 



July 22, 1991 



General Services Administration 
FAR secretariat (VRS) 
18th & F Streets^ N. 
Room 4041 

Washington, B.C. 20405 
RE: FAR Case 91-13 



Dear Gentlemen: 

I am writing you in response to the May 24, 1991 Federal 
Register Filing Qf the above referenced proposed rules. I serve 
as Executive Vice-President and General Manager of Sawnee Electric 
Membership Corporation, an electric cooperative located in Northern 
Georgia. 

I am very concerned with this proposed ruling for several 
reasons. The first and most important reason centers around the 
government's entitlement to capital credits while consistent with 
our current bylaws should not establish the government as a 
privileged class of consumer. The second key centers around the 
government wishing to be advised of accrued capital credits within 
60 days after the close of our fiscal year. This proposal is not 
acceptable and not practical for several reasons. Our complete 
capital credit base is not known by this date. We do know the 
operating margin by years end but other capital credits (associated 
organizations and G & T) are not kno%m. With regard to payment of 
unpaid capital credits upon termination of the contract/service, 
this cannot be done since it would erode the capitalization 
philosophy which supports our corporation. Currently payment is 
only made upon death of the member/consumer. 

The final point Z would ask that you consider is the 
definition of payment date. As you well know these fxinds are used 
to provide strength and balance to the corporation between 
accounting periods. These funds support the day to day operation 
as well as insure future mortgage payments. Our bylaws allow our 
Board to decide if financial condition warrant the retirement of 
the prescribed year and further REA has certain criteria which must 
be considered the capital credit retirement which could supersede 
the Boards wishes. 
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These are thoughts for your consideration. Please review 
these ideas in considering this proposed ruling. Thank you for 
your consideration. 



Sincerely, 



SAHNES ELECTRIC MEMBERSHIP CORPORATION 




Michael A. Goodroe 
Executive Vice-President 
and General Manager 



MAG/kr 




Lamar 

Electric Membership Corporation 



p. O: Box 40/204 College Dme /Barnes^Hle, Georgia 30204 /Phone (4041 3S& 1383 
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General Services Administration 
FAR Secretariat (VRS) 
18th and ?• Streets, NW 
Room 4041 

Washington, DC 20405 
RE FAR Case 91-13 

Below are comments from Lamar Electric Membership Corporation 
regarding proposed rules on Capital Credits and Connection 
Charges: 

Government entitlement to capital credits "consistent with 
the bylaws of the cooperative..." as stated in subsection (a) 
is acceptable, but it is not entitled to become a privileged 
class of customer. 

Furnishing a list of accrtaed capital credits within 60 days 
after the close of the cooperative fiscal year is not 
acceptable, because with subsidiary (G&T) capital credits and 
other unknowns to consider it may be impossible to determine. 
Also, in subsection (c) upon termination all unpaid capital 
credits would have to be paid to the government. Subsections 
(b) and (c) would cause bylaws to be violated in most cases. 
Also this could violate the FIFO requirement in most 
cooperative bylaws. If so it would impair a vested 
contractual obligation and violate the constitutional 
prohibition against laws impairing vested contractual rights 
in private contracts. 

This sets a precedent which jeopardizes the basic means of 
capitalizing a cooperative. The capital credit in reality 
would become a liability rather than equity. 

Mandatory payment erodes capital and capital ratios which REA 
requires in its mortgage instruments and other lenders rely 
upon in their loan londerwriting cojisiderations for 
cooperatives. 

By virtue of the erosion of capital ratios and the shift of 
cooperatives to more omnibus financial markets, cooperative 
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consumers will have to pay higher rates to fund higher 
interest cost. 

starting the "date payment is to be made..." for cooperatives 
^htch S?n-t have a Regular cycle would be a problem. This 
problem could be handled if the rules "j^e clear that this 
reauirement applies only if the cooperative has some regular 
c???i it^tries to follow and that circumstances could 

change that. For example: "Cooperative antxcxpates that 
payment will be made on or about December 1, 2011. 

This out-of-turn payment is unfair to the other cooperative 
meii^e^s who cannot hive their ' capital "^^^^ untxl many years 
later or upon death instances where cooperatives pay 
ideceaSSd capital credits." This requirement may change the 
^^^r^^T.a+•1 tax exempt status because it could oe 
fnc^nlisilnt'w^trSI requirements of ^^e IRS for cooperative 
status, that the cooperative operates- on a cooperative 
basis." 

Tinder the oroposed rules, the cost of providing connection 
Scilitils lo? the gover^iment would be shifted from the 
Joveri^in? to the other members. Unfairness is an issue but 
orobablv this is also a violation of the bylaws and state 
Hatutes which govern the cooperative. The cooperative could 
llJobJ exposed to unethical and maybe unlawful disbursement 
of capLIf credits. The procedure that would, be created from 
this rule would be inconsistent with the way in which 
cSiperattveloperate as member-owned capital credit systems, 
not patronage dividend systems. 

the drafter of the proposed rule seems to be referencing a 
nSn-txemp?! subchapLr^T cooperative in making this change 
The non-exempt cooperative is subject to possibly accelerated 
paymen? rules unde? the tax law. Their earned equity or 
excels margins are, as a rule, referred to as "patronage 
lividends " The t4rm "capital credits" is commonly used in 
?efe«?Sg*to as "patronagi dividends." The term "capital 
crellti-^is commonly used in referring to excess margins only 
by 501(c) (12) tax-exempt organization such as the EMCs. 

If you have questions or comments, please contact me. 
Yours truly , » 

Ralei^ Henry / 
Manager / 




ROANOKE ELECTEUC MEMBERSHIP CORPORATION 

p. 0. Drawer 440 • 11 4 N. Main St. • (Hwy 258 N) 
Rich Square, N. C. 27869-0440 



9^9535-22:^ 
FAX: 919.539-257^ 
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HENERAJ. SKRVTCFS ADMINISTRATION 
FAR SECRETARIAT (VRS) 
iSTH & F STREETS NW 
RM 4041 

WASHINGTON DC 20405 



Attached hereto is a copy of North Carolina AEC's comments regarding the 
above case on behalf of its 28 member EMCs. Roanoke EMC concurs fully 
with all items covered in these comments. 

Paragraphs (b) and (c) of Section 52. 241-13, "Capital Credits" are most 
offensive in that if placed into effect as stated, they would in effect 
place government agencies above laws and legal principles which ordinary 
citizens are subject to. We strongly feel such an action would riot be 
in the best interest either of government agencies or the general citi- 
zenry; and, if publicized, would be offensive to the American public. 

We respectfully request that these two paragraphs be changed to provide 
for government agencies to receive the same treatment as do ordinary 
citizens. 

Very truly yours. 



REF: FAR CASE 91-13 



Dear Sir: 




Eugene W. Brown, Jr. 
General Manager 



EWBJR:bsc 
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North Carolina 

Association of Electric Cooperatives, Inc. 

3400 Sumner Boulevard 
Post Office Box 27306 
Raleigh, North Carolina 27611 
Telephone: (919) 872-0800 

July 19. 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N,W. 
Room 4041 

Washington, D.C. 20405 

SUBJFCT: FAR CASE 91-13 
Dear Sir: 

As the statewide organization representing the 28 electric membership 
corporations in the State of North Carolina, we have serious concerns 
regarding the above- referenced Federal Acquisition Regulation ("FAR**). 
The section which particularly concerns us is 52.241-13, entitled **Capital 
Credits." . 

Paragraph (b) of that section would require a cooperative furnishing 
electricity to a government agency pursuant to the FAR to provide a list 
of accrued capital credits by contract number, year, and delivery point 
within 60 days after the close of a cooperative's fiscal year. It also 
requires the cooperative to state the date payment would be made. These 
portions of the proposed regulations are contrary to State and Federal law 
and deference should be given to the requirements of law. 

The requirement of providing a list of accrued capital credits within 60 
days after the close of a cooperative's fiscal year runs counter to the 
following legal and administrative concerns. First, under Federal law 
cooperatives are not required to mail capital credit notices to their 
members and may satisfy capital credit notification requirements simply and 
cheaply by publishing a notice to the customers telling them how they 
themselves can calculate capital credits for a given year. Second, doing 
this within 60 days after the end of a given fiscal year may be an 
impossibility. Many cooperatives are themselves members of supply 
cooperatives and do not know the capital credits allocated to them by their 
simply cooperative within 60 days after the end of a given fiscal year and 
thus cannot include supply cooperative capital credit allocations within 
overall capital credits until they receive capital credit notices from their 
supply cooperatives. 

Statirfg the date payment of capital eredits is to be made is a problem until - ■ 
such time as the cooperative's board of directors authorizes the retirement 
of capital credits. It is only then that the cooperative can state the date 
that payment is to be made. 
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h^«^7r'iU''b::„7«°"J2^24,.|3 raise, .c, of th. „™e concrn, which 

government and it. agencies should n<rt SrjbSJ. th. 1.^ 
Sincerely yours, 

Wayne 0. Keller 
Executive Vice President 

cc; Managers,. 28 NCAEC member systems 
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General Services Administration 
PAR Secretariat (VRS) 
18th and P Streets, N.W,, room 4041 
Washington, DC 20405 



Comments on FAR Case 91-13 



I feel very strongly that the proposed section 52.241-13 
should not be included in the proposed rule on the acquisi- 
tion of services from utilities (Federal Register 5623982) 
at 41.007(j). The refund of capital credits by rural 
electric cooperatives is a very complex matter encompassing 
the cooperative by laws, many different state laws, federal 
laws, and REA regulations and guidelines. This arbitrary 
contract language would result in conflict between these 
aspects of management and regulation aiid the GSA. 

One of the basic tenets of cooperative philosophy is that 
each member is treated fairly and equitably and all members 
are treated the same. This proposed contract provision 
would take away this right of the local cooperative. Some 
state laws might also be in conflict with this provision. 
The area that could really cause a conflict has to do with 
the REA mortgage* The mortgage states specific situations 
under which cooperatives cannot, under any circumstances, 
refund capital credits. 

Many cooperatives have a provision in their by laws stating 
that capital credits will be refunded to deceased members. 
Some cooperatives consider a business that is no longer 
active a deceased member. Other cooperatives do not. In 
the cases that by laws provide that defunct businesses are 
considered to be deceased members, any Federal facility 
would automatically receive its capital credits. 



One 
each 



possible way to eliminate this problem would be for 
Federal facility to negotiate into its contract rates 
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that would exclude the payment of capital credits. -.--This is 
done by some cooperatives with large industrial loads. 
Even if this were considered, it would seem that the coop- 
erative by laws would either have to allow this arrangement 
or be silent on it. I also believe that REA would have to 
approve any such contracts. 

Let me stress that I feel that these matters should be 
handled on a case by case basis and that no across the 
board language should be included in this rule. 

Submitted By: , , , ^^^^ ^ 



/ 




Bob L. McDuffie 

Executive Vice President and General Manager 



DAVIS WGHT TREMALNE 
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Roy L. E:cm. 

July 23, 1991 

VTA ExyREgs COWljER 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Washington, D.C: 20405 

RE: Comments of the Idaho Cooperative Utilities Association on Proposed Federal 
Acquisition Regulation: Acquisition of Utility Services, 56 Fed, Reg. 23982 
(1991) 

FAR Case 91-13 

Gentlemen: 

The Idaho Cooperative Utilities Association (ICUA) is an Idaho nonprofit corporation that 
represents the collective interests of the fourteen rural electric cooperatives that provide electrical 
service to over 150,000 consumers in the state of Idaho. ICUA regularly represents its members 
in matters before Congress and various federal and state administrative agencies. 

ICUA strongly objects to the General Services Administration's (GSA) promulgation of 
the proposed rule in this proceeding relating to the imposition of new requirements for electric 
services procurement contracts between the federal government and rural electric cooperatives. 
Specifically, ICUA objects to the proposed requirement that a Cooperative pay, within sixty days 
after the close of its fiscal year, any unpaid capital credits due the federal government. ICUA 
also objects to the proposed requirement that the cooperative pay the federal government any 
unpaid capital credits upon the termination or expiration of an electrical services contract. 

A rural cooperative's capital base is funded through the payment of capital credits 
(generally in the form of a monthly incremental payment as a part of an electric service bill) by 
consumers/members of the cooperatives. Under existing accounting, and capital reserve 
requirements imposed by the federal government (through Rural Electrification Administration 
lending requirements), by State law (through Idaho's coi^rate Statutes, arti 
and by-laws), a cooperative retires (pays back to consumer members) paid in capital credits only 
after such requirements are met. Accordingly, capital credits are only retired when mandated 
capital reserve requirements are met. Retirements, as a matter of law, occur on a 
nondiscriminatory, nonpreferential basis. The proposed rule totally contravenes the; long 

JUL 24 1991 
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established, legally mandated method of retiring capital credits. It violates both existing federal 
and state law. It could potentially jeopardize a cooperative's fmancial stability by taking 
critically important capital out of a cooperative at times when it may be inappropriate to do so. 

In addition to submitting these comments, ICUA fiiUy supports and endorses die 
comments made in this proceeding by the National Rural Electric Cooperative Association, as 
well as the enclosed comments of ICUA members Kootenai Electric Cooperative, Northern 
Lights Cooperative and Raft River Rural Electric Cooperative. 

We urge GSA representatives to follow the suggestion of the National Rural Electric 
Cooperative Association and arrange a meeting with staff from that organization to obtain a 
better understanding of how rural cooperatives operate. We believe that GSA will find it 
appropriate to modify the proposed rule in a manner that conforms to these comments after such 
a meeting. 

Thank you for your consideration. 



RLE/np 
Enclosures 

cc: Hon. Steve Symms, United States Senate 
Hon. Larry Craig, United States Senate 
Hon. Larry LaRocco, Member of Congress ^ 



Sincerely, 



DAVIS WRIGHT TREMAINE 




Roy L. Eiguren 
ICUA General Counsel 



Hon. Richard Stallings, Member of Congress 



The General Scf>iaa Administrauon (GSA) recently published ;» proposed rule on ihc aci^uioB clT 
services from utilities (56 F^H.^i Register As part of this rule the GSA is pmposing ai sca.on 

41.0O7(j) lhat the follov-ing language be added to all cootracis between Federal facilities and cooperative 
utilities (y* find paropraohs fbl tn A (c) ant sptdncallv troublinit): 

52.241-13 Ciipiial Credits 

(a) The Government is a member of the (coopcraiive name) . and as any other 

member, is entitled lo capital crcditb coasisiem wiih the by-laws of ihc cooperative, which states the 
obligation of the Contractor to pay capital credits and which specifics the method and urac «t payment. 

(b) Within 60 day* after the clo-ie of the Contractor's Tucal year, the Contractor shall furnish to 
the Contracting OCDccr, or tbe designated represcntaUve of Ihc Contracting OtDccr, In writing a list 
of accrued creditt by contract number, year, and delivery point. Also, the Contractor shall stale ihc 
amounl of capital credits to be paid to tbe Government and the dale the paymcni is to be made. 

(c) Upon icrminalion or expiration of ihia a>ntraci, unless the Government directs that unpaid 
capital crediu atv- lo he applied to another contract, the Onttraciof shall make paymcni U) the • 
Oovemmeni for tbe unpaid crediu. 

(d) Payment of capital credits will be made by certified check, payable lo the Treasurer of the 

United States; and forwarded to the Contracting Omcer at , unlesa otherwise directed 

in wiiiing by the Contracting Officer. Checks shall cite the current or lasi conuact number and indicate 
whether the check is partial or final payment for all capital credits acaucd. 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F. Streets, N.W., Room 4041 
Washington, D.C. 20405 

Ref : FAR Case 91-13 

Gentlemen: 

We are alarmed by your proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982). 

The proposed rule would blatantly require us to discriminate 
against the consiimers-owners of this cooperative in favor of 
the U.S. government. We, like our sister cooperatives all 
across the nation, are governed by state corporate law and 
our by-laws. 

Now comes the General Services Administration with the 
arrogance to propose over riding the state's authority to 
govern as well as the cooperative's by-laws. Further, to 
stipulate special treatment right down to dictating 
accounting procedures and payment of capital credits by 
certified check. Maybe we should require GSA to pay its 
utility bills on time with a certified check? 

The proposed rules are ill advised and totally unnecessary. 
We are a nonprofit business. That means whatever margin we 
earn is owned (capital credits) by the people who paid it, 
including GSA. As required by our state law and our by-laws 
all of our members will be refunded their capital credits on 
exactly the same basis. We do riot discriminate between the 
poor elderly widow trying to survive on social security and 
the powerful GSA. You should not either. 

Sincerely, 



Charles Y. Walls 
General Manager 

cc: Richard Stallings 
Larry Larocco 
Steve Symms 
Larry Craig 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W.^ Room 4041 
Washington, D.C. 20405 

Re: FAR Case -91-13 

Dear Sir or Madam: 

Careful review of the proposed rules found at 23982 Federal 
Register/Vol . 56. No. 101/Friday, May 24, 1991, appear to be 
nothing more than an attempt to circumvent federal law which 
requires "that none of the funds appropriated by the Act or any 
other Act with* respect to any fiscal year by any department, 
agency, or instrumentality of the United States may be used for the 
purchase of electricity by the Government in any manner that is 
inconsistent with state law governing the providing of electric 
utility service, including state utility commission, rulings and 
elective utility franchises or service territories established 
pursuant to state statute, state regulation, or state-approved 
territorial agreements, by requiring contract clauses that would 
require many cooperatives to violate their own By-laws, Articles of 
incorporation, state law, and/or provisions in their mortgage 
agreements with the Rural Electrification Administration, National 
Rural Utilities Cooperative Finance Corporation and/or others. 

Starting at 23982 and running through 23987, there are many 
references to Area Wide Contracts, Standard Specification Formats, 
Standard Annual Review Formats, Authorization Forms, Standard Form 
(SF) 26 Award/Contract. However, there are no samples or 
specifications included, so it is impossible to anticipate just how 
time consuming this paperwork will be. no final rules should be 
published until after interested parties have had an opportunity to 
comment on these items. 

The proposed rules state that "The paperwork reduction Act 
does not apply because the proposed^ changes to the FAR do not 
impose recordkeeping information collection requirements or 
collection of information from offerors, contractors, or members of 
the public. This is a direct contradiction of the requirements 
under 41.004-5 which has a detailed list of items that -will be 
required, many of which will require detailed analysis. 
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Section 41.005 also requires a substantial a.T.ount of paperwork 
of bozh tne agency desiring service and the utility, that will 
supply that service, again in direct conflict wich the statement 
made concerning the Paperwork Reduction Act. 

-There are a number of items under Part 52-Solicitation 
Provisions and Contract Clauses that would force us to refuse to be 
a party to any contract that contained them. They are: 

1. Service Provisions 

(a) Measurement of Service 

(1) "and read by the contractor at its expense." 
We are a rural electric cooperative serving a large 
area with low density. To hold down costs, our 
members read their own meters and supply them to us. 
This provision would force us to give preferential 
treatment to government installations and would 
increase the costs to our other members. 

'(2) "The contractor shall read all meters at 
periodic intervals of approximately 30 days, etc." 
Again/ we are a low density rural electric 
cooperative and require our members to read their 
meters and supply us with them. As pointed out 
above, this provision would require preferential 
treatment for government installations at the 
expense of other members. 

(b) Meter Test 

(1) "test contractor-installed meters at intervals 
not exceeding one year, etc." Electric meters are 
probably the most accurate and dependable measuring 
device used in a trade or business today. Requiring 
annual testing is absolutely not cost-effective. It 
will only add to the already high costs of system 
operations and provide no benefit. 

(2) (3) These two items are part of the operating 
requirements of every electric utility that I am 
familiar with and are not needed in a contract. 

(d) Continuity of Service 

(1) "or other variatioh of service shall aggregate 
more than one hour during any period hereunder, an 
equitable adjustment shall be made in the monthly 
billing, etc." Billings for electric service are 
based on the amount of power actually used. During 
outages, no power would be used so there would be no 
bill for power used. For this reason, this clause 
is unnecessary and excess verbiage. 
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(2) This section poses a problem in that it could 
transfer costs from the government to the other 
rr.embers on an inequitable and discriminatory basis.- 
Depending on the circumstances, it could provide for 
preferential treatment of the government at the 
expense of the other members. 

52.241-7 Change in Terms and Conditions of Service for 
Unregulated Suppliers.. This entire clause is unacceptable as 
written. It would confer on the government rights and 
privileges not available to any other members of the 
cooperative. It would require that the cooperative incur 
additional costs for the benefit of the government at the 
expense of the other members. 

Also under. item (c), it refers to a Disputes clause, but I can 
find nothing in these proposed rules to indicate what might be 
required to settle a dispute. Until the proposed procedures 
for settling a dispute are published and we have an 
opportunity to comment on them/ no final rule should be 
published.' 

52.241-B Connection Charge. This section again gives 
preferential treatment to the government at the expense of the 
remaining members of the cooperative and, therefore, would be 
totally unacceptable. 

52.241-13 Capital Credits. 

(b) This section would be impossible to comply with. We 
would be unable to ascertain the amount of capital 
credits to be allocated until after the year-end audit is 
completed and the Board of Directors authorizes the 
allocation of capital credits. This would normally 
be somewhere between 120 to 180 days after the close of 
the fiscal year. Also at this time, we would have 
serious problems trying to list out accrued capital 
credits by contract number, year, and delivery point. At 
the time of the allocation, it would be impossible to 
give a date that the capital credits would be refunded. 
We are currently retiring capital credits accumulated in 
the early 1970s and attempting to maintain a 20-year 
cycle. However, the retirement of capital ' credits is 
the discretion of the Board of Directors after an 
analysis of the financial condition of the cooperative 
and a determination that such a retirement will not 
impair the financial integrity of the cooperative. This 
is done annually. 
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(c) This clause rr.ust be eliminated completely as it 
would require us to violate our By-laws, Articles of 
Incorporation, -Idaho State law, Montana State' law, 
provisions of our Mor::gage Agreements wirh the Rural 
Electrification Administration and provisions of our 
Mortgage Agreement with National Rural Utilities 
Cooperative Finance Corporation. 

(d) This clause must also be eliminated completely as it 
would require us to give preferential treatment to the 
government at the expense of the rest of our members. 

Sincerely/ 

NORTHERN LIGHTS, INC. 

LaVerne Stolz, 

Director of Finance & Adm. 

LS:blp 

cc: Senator Larry Craig 
Senator Steven Symms 
Senator Max Baucus 
Senator Conrad Burns 
Congressman Larry LaRocco 
Congressman Richard Stallings 
Congressman Ron Marlenee 
Congressman Pat Williams 
Mike Oldak 
Roy Eiguren 



Raft River Rural 
Electric Cooperative, Inc* 
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General Services Admini.Uralion 
l-AK Secrcunai (VRS) 
I8ih Nad F. Street, N,W. Rixim 4041 
Washington, D.C. 20405 

Dear Sir, 

Your recently published proposed rule (»n the acqin;>ition i)f 5icrviecs from uUlities (56 l-edcral 
Register 23982) ccrtAinly causes me a great anuiuni of concern. 

\% I understand the GSA is proposing in section 41.007 (j) ihat the following four paragraphs' 
be added to nil coniracis between federal facilities and cooperative utililics. To be pcnecUy 
honest, 1 find each of the four p;iragraphs not only offensive hui. addilionally Und several ele- 
ments contained in your proposal exiremcJy discriminatory, 

I shall addrcjis each of the paragraphs individually referenced 52.24 M 3: 

(A) The government is a member of the (Cwperaiivc Name) and 

as any other member, is eniiiled io Capital Credits consisleni wtth ihc By I-aws v>J the coopera- 
live, which slates the obligation of the contrac-Uir to pay Capital Credits and which *;pccilics 
the methiKl und time of payment. 

RHSPONSi:: 

I support the ideii of treating all members cxactljj the siune and i>aving them on the same rou- 
lion IMiiS, I hclicvc the method should be amsivtent with that provided fur in ihe By.Uw.s. 
nic only method of changing this tneihoil should be limited to the vote of the monlxirs. Fur- 
ther, the idea of specifying u v|x;cinc time as to the payment of such, should be solely at the 
discretion of Ihe duly elected Ikvard of Direclors aud noi mandated »\s you havr proposed. 

(IJ) Within 60 days aflcr the close of the coninicfor's fi.scal year, the coninictor shall furnish 
10 the uiniractin}? i)lficcr, ur the designated rcpresenuiive t»f the contracting cftlccr, in writing 
a list of accrued crcdils by contract number, year,* and delivery ixniit. Also, the contractor 
shall slate the amouni of Capital Credits to be paid to the GovcrnmaU and the date payment is 
tu be made. 



RHSPONSH: 



This oarticular naracTaph is exircmcly offensive since your proposed n«lc making apjxMrs id be 
aai ai5 run cllbrt lo cirbumvcnl Uie auihority of the members of ihc C<x.pcrat.vc p us usurping 
the discreuonary aulhoriiv of the duly elected members of the Board, wlncti hy Uic way ihc 
Government agency, as a member, had the privilegu ol clcciinR. 

For vou to arbitrarily set 60 davs is aJso an invasiw (if the members auihority, since once 
HEain Ihc Hy-Uws as established mav be something more or less than your iimc frame. 
*Aiiain wc fed Uwi it is our responsibility to intbrm you as soon as |j».vsjble as to ihc amount 
of Capital which will be credited to your capital account each year. However, your desire to 
have this reported by delivery point and contract number is agam asking lor special handling 
and orcfereniial consideration. Why should wc di.«riminaie against all of our other members, 
for your convenience? Personally, your proposal requesting that each coinrati number be 
seuregaied for Ihc i)urposc of showing ihc amount of capital credited to that specific .y:rvice 
won'd be no problem, provided each member had cMily one service. But, the Government ab 
wdl'as the niaiorily uf our members have more '.han one conir^cl or one service. We coniinuc 
tu feci obligated and proud lo notify ciieli one of our inc::«l)crs as to Uicir accrual each year. 
Bi i to ask for ihis lo be done on a .scr\'icc by scr\'icc or contract by comrrtct i$ extremely self- 
ish on vour part. To aik that coincidenlal to Ihis notification you he ^wcn ihc date ot ihc ac- 
tual reiirement is totiilly impossible. When you consider ihc uiikai)wn.s lhai am and will effect 
the cooperatives nnaneial condition, plii.s ihc rcsiriaions that in our and many others cases 
could be prohibited by our mortgage agreement with wir bankers. 

(C) Upon lermination or expiraiion of this coniract., unless Ihe govcmmcni directs that the un- 
\VLi(l Capital Crcdiw be applied lo another contract, the contractor shall make payment (o Iho 
Government for the unpaid Capita Crediis. 

RliSPONSli: 

Auain vou arc .isking for preferential ircatmeni which would Iv a blaiani discrimmaiion 
agiiinsi ihe othcr membcrs of the cwpcraiivcs. lJnles.s your a.«ignmcm wa< to be made as 
providal in confurinarce lo the »y-I-aw.s, as established by the members of each cooperative. 

(O) Payment of Capital Crediis will be made by certified dicck, payable lo ihc Treasurer of 
the United S'laies: and forwarded to the contracting officer at . unless other- 
wise dicctcd In wniing by the contracting officer. Checks shall cite the current or iasl coniract 
number and imlicate whether the check is partial or final payment of all capital credits accrued. 

RliSPONSli: 

It cerviinly seems funny that you would sjiecifically request uhai a certified check is required. 
•Ihrough oui the vcars the paymc;ns wc receive arc nq\ by certitlcd check. In fact, for years 
and years ihc (iovcrnment agencies liAvdlJcen noioriciius for Iwng laic wiih their i«iymcnts and 
refusing lo |)av any jKnaliics. Unlike all other members who have been forced to pay or be 
subject to disawnection of scrv-ice, in our »"asc urtil all past due and penaliics have been paid. 



Please consider the abai'.donmcnt of this proposal in preference of the By-Laws of those 
CiKiperativcs which the members (including yoti, the Govemmeni) have established and further 
have die ability to change by another vote of the members. 



II ha* always been my belief lhai this comury was founded on the pnncipic oi "of ihc people, 
lor ihe petiple, by liic people" nol rules which are ".if ihe Govcmmcnt. lor the Oovcmmeni, 
hv the Govcrnmcni! 

• ■ • 

I am enclosing a copy of the pertinent jieclion from our By-Uws, ^\^^)ich show our technique 
•and rules which we arc proud to operate by, 

ITiank-You for considering these points in your deliberation. 



B17ba 

CC: Richard Sialliiigs 
luirry l-artK'co 
Sieve Synvni5. 
Larry Craig 



Sincerely, 




QUTHERN MARYLAND ELECTRIC COOPERATIVE, iNC 
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Gentlemen: 

These comments on your proposed rule making on Federal 
Acquisition Regulation; Acquisition of Utility Services, 48 
CFR Parts 6, 8, 15, 41, and 52, as referenced above are made 
on behalf of the Member*Cbnsumers and Board of Directors of 
the Southern .Maryland Electric Cooperative, Inc. (SMECO, 
Cooperative).. My comments will be limited to Section 
52.241-13 capital credits. 

SMECO is a rural electric distribution cooperative 
founded in 1937, by farmers who were unable to obtain 
electricity from private power companies. They borrowed 
capital from the Rural Electrification Administration, an 
agency of the federal government, and built the lines and 
provided services on a non-profit basis. Today, SMECO 
serves over 94,000 services with 7,100 miles of lines. 

SMECO is owned and controlled by the people it serves, 
all of whom are members. Each, member has one vote in the 
election of SHECO's directors. The goal of SMECO has always 
been to provide the best service possible at the lowest cost 
consistent with good business practice. Not only does the 
Electric Cooperative Act of Maryland, under which SMECO is 
incorporated, require SMECO to operate on a non-profit 
basis, in addition, its bylaws insure that it does operate 
on a nonprofit basis. The by-laws constitute a contract 
between the cooperative and its members. The by-laws 
provide that all money paid in by consumers under the 
applicable rate schedules, over and eibove the cost of 
furnishing electric service, is paid to the Cooperative not 
for electric service, but as capital. The bylaws further 
provide that at the end of each calendar year, the amounts 
paid in, pursuant to the rate schedules, over and above the 
actual cost of furnishing the service, must be credited on 
the books of the Cooperative to the individual consumers on 
the basis of patronage in the form of capital credits. 
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Whenever the Cooperative is in a financial position to do 
so, the capital credits are retired by cash payments. 

SMECO serves many governmental and military 
installations in our service area which includes Southern 
Prince Georges, Charles, St. Mary's and Calvert Counties. 
The above referenced rule making, if adopted in it's present 
form, would create undue hardship and incur additional 
record keeping costs to the Cooperative. In fact, the terms 
of the proposed rule would require alteration of our by-laws 
to provisions that have been in effect for over 50 years. 

The proposed rule making would obligate the Cooperative 
to provide *'within 60 days after the close of the 
Contractor's fiscal year... a list of accrued capital credits 
by contract nvimber. . .and delivery point", at 52«241-13 (b) . 
The 60 day requirement would be onerous in that the 
Cooperative's books must be audited before capital credits 
are assigned. This process is generally completed within 90 
days of the fiscal year close. An additional 30 to 60 days 
are required for the assignment process. Clearly, a 60 day 
allowance is/ inadequate. Also, capital credits are 
accounted for on a service account basis, which may not 
accoinmodate your requirement that they be listed by 
contract. 

At 52 •241-13 (o) the proposed rule would require the 
Cooperative to "apply" unpaid capital credits to "another 
contract" or "make payment for the unpaid credits". There 
currently exists no provision for the transfer of capital 
credits as contemplated in this rule. Such a system would 
create additional record keeping and administrative costs 
solely for accounts covered by this General Services 
Administration (GSA) rule. Additionally, the payment of 
capital credits are governed by the by-laws of the 
Cooperative and the Board of Directors. Payments of capital 
credits to accounts covered by this rule would follow those 
precepts, with no provision for immediate payment occurring 
at the termination or expiration of a GSA contract. 

Finally, at section 52.241-13 (d) , the proposed rule 
requires payment of capital credits to be by "certified 
check", and further, the check "shall cite the current or 
last contract number and indicate whether the check is 
partial or final payment for all ca'^ital credits accrued". 
Payment by certified check is an xmnecessary and costly 
requirement. SMECO has refunded over $17.7 million in 
capital credits through the issuance of regular disbursement 
checks, many to the Treasurer of the United States, with no 
problems. Also, as mentioned above, SMECO 's accounting for 
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capital credits are by service account and consumer number. 
There currently exists no provision to supply contract 
numbers at time of refund. Similarly , no provision exists 
to advise the recipient of a capital credit check with 
advise of partial or final payment. These additional 
requirements would add to the administrative costs of the 
Cooperative, and again, only serve the requirements of a 
minority of accounts subject to these regulations. 

I sincerely appreciate the opportunity to comment on 
your proposed rule making. If I may be of further 
assistance to you in clarifying or amplifying my comments, 
please don^t hesitate to contact me. 



Very truly yours. 



t^a^^ >S 

I. Wayne Swann 
President 




IWS/AJS/ct 



cc: Michael Oldak, NKECA 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N..W., Room 4041 
Washington, D. 20405 

RE: FAR Case 91-13 

Dear Sir or Madeun: 

In reference to the proposed rule in 56 Federal Register 
23982, Subsection 52.241-13 Capital Credits, we hereby state 
that we would be unable to comply with this rule if published 
as proposed. Subsection B under this proposed rule states 
that within si^xty (60) days we shall furnish your office a 
list of accrued credits. Normally this accrued patronage is 
not assigned until six to eight months after the end of the 
physical year; therefore, it adherance to this part of the 
rule would prove impossible on our behalf. 

Section C of this same rule states that upon termination or 
expiration of the contract we shall make payment to the 
Government for unpaid credits. As to date, our Board of 
Directors have not declared payout of any patronage capital. 
Therefore, at this time, it would also be impossible for us 
to comply to this section. In addition we feel it would be 
discriminatory to our other consumers to give the Government 
preferential treatment on the disbursement of the said 
capital credits. 
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Sincerely, 




Duncan 
General Manager 

BDrslv 

c: LVRECC Attorney Thomas S. Miller 



EAST MISSISSIPPI ELSaRIC POWER ASSOCIATION 






s 



2128 HIGHWAY 39 NOMTM 

PHONC lAOn 463-7361 



MERIDIAN. MISSISSIPPI 39301 



J\ily 17, 1991 



General Services Administration 
EAR Secretariat (VPS) 
18th and F Streets, NW 
Room 4041 

Washington, DC 20405 



I wish to state EMEPA's opposition to GSA's 41,007(j) , Section 52.241-13 Capital 
Credits (b) and (c) . Our cooperative has accrued capital credits for its members 
over the years as prescribed by the Rural Electrification Administration (REA) • 
However, the 60 day notification period vould be too restrictive as set forth in 
this rule. Requiring a date for payment of capital cjredits to be specific, due to 
a changing econonic condition, is also not acceptable. 

Under Section (c) making payments to the government upon expiration of a contract 
would ca\ise financial hardships on systems in this nation. 

I am opposed to having our system mandated into this requirement for government 
accounts. This clause will have a profound econonic effect on, not only our 
cooperative, but all accounting systems of electric cooperatives in this country. 

The margins of this system have been generated by the menters and have been 
utilized by the board policies to finance system improvements and plant. The 
Board of Directors and myself believe this capital credit policy reduces the 
amount of funds we borrcw and has, therefore, allowed us to keep our electric 
rates as low as possible. 



Re: EAR Case 91-13 



Gentlemen: 



!?ours very truly. 




EHM/ew 



^ 25(99, 



Farmers* Electric 
Cooperative, Inc. 



uid Huv t a^L PU Bos 
Chillicothe. Mo^ ^4601 
Telephone M6-4:SI 



July 19, 1991 



General Services Administration 
FAR Secretariat 
18th and F Streets / N.W. 
Room 4041 

Washington^ DC. 20405 • 
RE: FAR Case 91-13 
Dear Sir: 

The proposed FAR Case 91-13, if adopted as written, would 
create numerous problems and inconsistencies for rural electric 
cooperatives like Farmers' Electric. 

Section 52.241-13 "Capital Credits" item (a) says, " is 

entitled to capital credits consistent with the bylaws of the 

cooperative Much of the remainder of the proposed rule 

asks for special treatment and considerations for the 
government that are inconsistent with our bylaws. 

Our bylaws state exactly how capital credits are to be 
returned/ if they are returned. There is no mandate that they 
must be returned and the bylaws do allow for returns of capital 
credit if the cooperative's financial condition will allow it. 

We must treat all members the same. No member is paid 
their capital credits at the time they disconnect. All are 
paid in an orderly rotation of first in-first out. The 
government cannot be treated any different than that proverbial 
"little old lady at the end of the line". 

Subsection (c) of 52.241-13 is a specific case of being 
inconsistent with subsection (a). This dictates a procedure in 
violation of the bylaws. 

Subsection (d) also calls for j)ayments of capital credits 
paid by certified check, the citation of contract numbers and 
reference to a partial or full payment. We do not pay any 
capital credits or other bills by certified check. Neither do 
we have contract numbers at this time, nor do we indicate 
whether a full or partial payment is made. We can, however', 
tell the member what his capital credit balance is at any time 
he should request that information. nn ^ ^ 
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In addition in 52,241-5, subsection (b) the meter test 

provision is inconsistent with our policies governing meter 
.testing. We do provide for testing when discrepancies occur. 

This proposed rule seems not only to place a cooperative 
in conflict with its bylaws but to be unnecessary and a 
pointless use of time. 

We would appreciate the reconsideration of the proposed 
rule and/or the total observance of our bylaw and policy 
limitations. 




Sincerely, 



General Manager 



DB/jt 




Rock Countv Electric 
Cooperative Association 





General Services Administration 
FAR Secretariat cvRS) 
iBth & F. Streets, N.W., Room ^0^1 
Washington, D.C. 20<*05 

Re; FAR Case 91-13, Part 5S.a<»l-l3 

Gentlemen; 

Rock County Electric Cooperative is making the following comments about FAR 
Case 91-13, part 52.2^1-13, 

Ue are against Section 52.2^1-13 (B) as it is presently written. Under our 
By-Laws and Policy, Capital Credits are paid out using the percentage method. 
Therefore, no set time of payment can be given at the end of the year. One 
hundred and twenty days would be better for notification of the amount earned 
as Patronage, Our allocation of Patronage is done after our auditors have 
completed their work. Thus 60 days does not allow us enough time to ccmplete 
this task, while 120 days would. 

We are against Section 52.2^1-13 (C) totally. This section discriminates 
against other members in requiring early payout, of Patronage, outside our 
normal rotation cycle. If this requirement is adopted into law, other 
businesses could also require early payout of unpaid credits. This section 
allows preferential treatment for distribution of Patronage and would subject 
the Cooperative to legal action by other members wishing to obtain their 
Capital Credits early. 

We are against Section 52.2^1-13 (D) as it requires payment of Capital Credits 
by Certified Check. This is an un-necessary expense for the Cooperative to 
bear. If Certified checks are required, the Cooperative shall be allowed to 
deduct the extra cost. 

If you have any questions we shall be pleased to answer them. 



Sincerely, 

ROCK COUNTY ELECTRIC COOPERATIVE ASSOCIATION 



l^iUiam B. Kayser, CPA 
Accounting Manager 



UBK/clw 

cc; Bob Berg land, NRECA 
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General Services Administration 
FAR Secretariat VRS 
18th and F Streets, N. W. Room 4041 
Washington, D. C. 20405 

Re: FAR Case 91-13 

Gentlemen: 

we are concerned with the proposed addition to all contracts between Federal 
facilities and Cooperative utilities. 

Paragraphs (b) and . (c) are particularly troubling to us. We feel that the 
sixty day period established by Paragraph (b) of this proposed change does not 
allow sufficient time for allocating capital credits and notifying patrons. Surely 
it must be recognized and considered that the majority of rural cooperatives have 
not reached the high level of automation which permits them to process information 
as rapidly as other larger organizations. In addition to this, it should be 
considered that most cooperatives work with a limited number of employees who 
perform many functions and they do not have at their disposal entire departments 
assigned to only jone area, such as capital credits. 

our current bylaws contain the following language: "the Cooperative shall 
within a reasonable time after the close of the fiscal year notify each patron of 
the amount of capital so credited." To this point, we have never failed to comply 
with this stipulation. However, we seriously doubt our ability and that of otner 
small rural utilities to meet a sixty day time limit. 

we also find the proposal in Paragraph (c) to pay capital credits upon 
termination or expiration of contract objectional. This stipulation would provide 
special treatment for federal agencies not enjoyed by other patrons. Our bylaws 
provide that "any such retirement of capital shall be made in the order of priority 
according to the year in which the capital was furnished and credited, the capital 
first received by the Cooperative being the first retired." The only exception 
being one which permits the Board at its discretion to, upon the ^fath of any 
patrons, to refund capital accrued prior to the time such credits would otherwise 
be retired provided that the financial condition of the cooperative would not be 
impaired thereby* Since cooperatives are ba^d on the premises of equal treatment 
for all patrons, we feel that this proposed addition should be resisted. In 
addition to this important reason is also the fact that such exception would 
require an additional work load and changes to record keeping to meet its 
requirements . 



JUL 2 5 1991 



July :2/ 1591 



Your consideration of our position in this matter 
appreciated. 




Li7:ms 




to? b 



(/ ELECTRIC CO-OPERATIVE CORPORATION 

MCKEE. KENTUCKY 40447 • TELEPMQNE 606 287-7' 6: 

July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F. Streets, N.W, 
Room 4041 

Washington, D.C. 20405 

Re: FAR Case 91-13 

Gentlemen: 

This is Jackson County RECC's response to the General 
Services Administration's (GSA) proposed rule on the acquisition 
of services from utilities, especially the adding of clause 
52 .241-13 Capital Credits to section 41.007 (j ) in all contracts 
between Federal facilities and cooperative utilities. Jackson 
County RECC has several concerns with the proposed rule: 

In paragraph (b) , the reporting requirement of detailing 
capital credit data within 60 days after close of Jackson 
County's Fiscal Year would be almost impossible to achieve. 
Our fiscal year end is December 31, but our last entry to 
December is not posted until about February 5th. There are 
then several adjustments that are required to our computer 
records before we can determine the amount of our capital 
credits to be allocated. This process can last until June, 
July or later. 

In paragraph (b) , the date that payment of the capital 
credits is to be made to the Government is also required. 
This assumes that the Cooperative is on a regular cycle of 
retiring capital credits. This also assumes that a Cooperative 
retiring capital credits always has the cash on hand to pay 
them and never has to delay payment for a year or so. This 
assumption has no validity in the real business environment. 
Jackson County RECC presently only refunds capital credits to 
estates of deceased members. As we do not know if or when we 
would ever start general refunds to all members, it would be 
impossible to fulfilling this requirement by stating a date 
of payment. 
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In paragraph (c) , the Government requires payment of un- 
paid credits upon termination or expiration of the contract 
with the Cooperative, This' requirement appears to: ' ^ 

a. Allow "the Government to circumvent the Cooperative 

By-Laws on capital creditSr.^^- Paragraph (a) however 

states that the Government is entitled to capital 

credits consistant with the by-laws of the Cooperative. 

Put the Government in a special category ahead of 
any and all other members of the Cooperative since 
the Government v;ould get their capital credits when 
disconnected, but other members would have to be 
deceased before their estates got their credits, a 
process which could take years from disconnect date. 
This is contrary to the very heart and core of the 
cooperative program which has all members treated 
equally* 

Jackson County RECC feels the Government should be treated 
as any other member of the Cooperative with no less nor no more 
rights than other members. The Government is protected under 
the by-laws of each cooperative and should not demand nor legisl 
special treatment for itself, as Clause 52.241-13 in Section 41. 
007 (j) would do. The requirements of the Government are also 
burdensome and almost impossible to fulfill and thereby should 
be rejected. Jackson County RECC thereby asks that the GSA 
reconsider and not adopt this change to Section 41.007 (j). 



Respectfully yours. 



JACKSON COUNTY RURAL ELECTRIC 
COOPERATIVE CORPORATION 



President and General Manager 




MK:omc 



Tideland Electric Membership Corporati 



Main Office: '0 3g< !5; 
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July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

Washington, D.C. 20405" 

SUBJECT: FAR CASE 91-13 
Dear Sir: 

As an electric cooperative representing 17,580 members in the 
State of North Carolina, we have serious concerns regarding 
the above referenced Federal Acquisition Regulation ("FAR"). 
The section which particularly concerns us is 52.241-13, 
entitled "Capital Credits". 

Paragraph (b) of that section would require a cooperative 
furnishing electricity to a government agency pursuant to the 
FAR to provide a list of accrued capital credits by contract 
number, year, and delivery point within 60 days after the 
close of a cooperative's fiscal year. It also requires the 
cooperative to State the date payment would be made. These 
portions of the proposed regulations are contrary to State 
and Federal law and deference should be given to the 
requirements of law. 

The requirement of providing a list of accrued capital 
credits within 60 days after the close of a cooperative's 
fiscal year r\ans counter to the following legal and 
administrative concerns. First, under Federal law 
cooperatives are not required to mail capital credit notices 
to their members and may satisfy capital credit notification 
requirements imply and cheaply by p\iblishing a notice to the 
customers telling them how they themselves can calculate 
capital credits for a given year. Second, doing this within 
60 days after the end of a given fiscal y^ear may be an 
impossibility. Many cooperatives are themselves members of 
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supply cooperatives and do not know the capital credits 
allocated to them by their supply cooperative within 60 days 
after the end of a given fiscal year and thus cannot include 
supply cooperative capital credit allocations within overall 
capital credits until they receive capital credit notices 
from their supply cooperatives. 

Stating the date payment of capital credits is to be made is 
a problem until such time as the cooperative's board of 
directors authorizes the retirement of capital credits. It 
is only then that the cooperative can state the date that 
payment is to be made. 

Paragraph (c) of section 52.241-13 raises some of the same 
concerns which have already been expressed. For a 
cooperative to' pay capital credits to a government entity at 
the expiration of the contract would require violation of 
State and Federal legal principles . 

We respectfully request that the offending sections of the 
proposed regulations be changed so that government agencies 
abide by the same legal principles as the citizens do. In 
these particular matters , the government and its agencies 
should not be above the law. 

Sincerely yours, 

Lloyd H. Lee 
General Manager 

LHL:m[wr 




Decatur County REMC 



^Electricity and Technology for the Future" 
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July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N,W* 
Room 4041 

Washington, D.C. 20405 



References FAR Case 91-13 



Gentlemen: 

The General Services Administration recently published a 
proposed rule on the acquisition of services from utilites (56 
Federal Register 23982). Section 41.007(j) addresses capital 
credits and their payment and references 52,241-13. 

Paragraphs (b) of 52.241-13 requires that the capital 
credits be listed within 60 days of the fiscal year end. This is 
a significant hardship for cooperatives. We do not allocate 
capital credits until the fiscal year end audit report by an 
independent CPA is completed and accepted by our Board of 
Directors. This audit is not normally completed until at least 
60 to 90 days after the fiscal year end. After the audit report 
has been accepted by the Board of Directors, it takes several 
more weeks to actually allocate the capital credits and verify 
the calculation. After this the notices of allocation are then 
mailed to our members • 

From our standpoint, the 60 day requirement is too short of 
a time span and we would not be able to meet it. It appears that 
a 120 to 150 day requirement would be preferred. 

Paragraph (c) of 52.241-13 requires actual payment of the 
capital credits when the contract expires and the Government is 
no longer a member. This proposed rule violates our By-Laws 
requirement that the Board of Directors has the sole decision 
when capital credits are to be paid. This proposed rule would 
require the cooperative to treat one member (the Government) 
differently than the other members. This rule could even force a 
cooperative to violate those parts of the mortgage agreement with 
the Rural Electrification Administration conceiming capital 
credits payment when certain financial conditions are not met. 
This would be a rto-win situation for the cooperative. I would 
suggest that paragraph (c) be removed. 

Thank you for the opportunity J:o comment on these proposed 
regulations. 



Sincerely, 





Carteret-Craven 

ELECTRIC M £ M B E R > H I P 
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July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Washington, D.C. 20405 

RE: Comments of Carteret-Craven Electric Membership Corporation 
on Proposed Federal Acquisition Regulation: Acquisition of 
Utility Services, 56 Fed. Reg. 23.982 (1991), FAR Case 91-13 

Gentlemen: 

The Board of Directors of Carteret-Craven Electric Membership 
Corporation, a rur^l electric. cooperative of the State of 
North Carolina, has reviewed the letter from NRECA to you 
concerning the difficulties that this and other rural electric 
cooperatives would experience with the Proposed Federal 
Acquisition Regulation referenced above. 

This Cooperative receives its electric power from a generation 
and transmission cooperative. Since we never receive word from 
the generation and transmission cooperative of what capital 
credits have been allotted to this Cooperative from the 
generation and transmission cooperative within 60 days of the 
close of our fiscal year, we could not comply with the 60 day 
time limit to inform the government of its capital credits 
earned each year. 

Furthermore, since these credits are not actually paid to this 
Cooperative but are credited to it on the books of the generation 
and transmission cooperative, these funds are not available to 
be paid out to our members. Consequently, if we ever paid the 
government these "phantom" credits, the money would have to come 
out of monies belonging to other consumers of the Cooperative 
which we believe would be a violation of law. We cannot' take 
capital credits from some members in order to pay out monies to 
others. 
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In addition, this Cooperative retires capital credits annually 
in ?So minn;rs. Firs?, capital credits are retired pro rata, 
that is paid out on a pro rata basis, to all members in 
accordance with their electric usage. Second, a Portion 
of the margins earned by the Cooperative Paid each year to 
retire the oldest capital credits outstanding. To make an 
inception on the payment of capital credits for one member, 
!f?his instance thl United States, would be a violation of our 
Slaws! State law and regulations of the Internal Revenue 
Service. We are required by State law, regulations of the 
Rural Electrification Administration of the United States 
Spart^entof Agriculture, and by the Internal Revenue Service 
to treat all member-consumers equally. 

In all other respects, we adopt the comments made by NRECA in 
their letter to you regarding these proposed regulations. 

Very truly yours, 

Carteret-Craven Electric 
Membership Co r^ko'^^'tion 
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July 2, 1991 



General Services Administration 
FAR Secretariat [VRS] 
18th & F Streets, N^W,, Room 4041 
Washington, D.C. 20405 

RE: FAR Case 91-13 

Please accept this letter as my request that proposed items "b'^ and 
"c" under 52.241-13 not be adopted as published in the proposed 
rule on acquisition of services from utilities. 

Adoption of part "b" would necessitate special attention to 
government sales and a complete revision of accounting procedures 
and by-laws dealing with distribution of capital credits. Since 
capital credits are returned at such a time as the Board of 
Directors deem feasible in the management of general funds it would 
be impossible, • to within 60 days after the close of the year, 
accurately determine a feasible date for return of these credits. 

Part **c" could place a financial hardship on some cooperatives as 
the retuxm of capital credits is a part of the long range general 
funds management plan. Also, it would give the governmental entity 
preference over other members which would violate cooperative 
policies on non-preferential treatment of members. 

Frankly, neither item is realistic and should not be adopted as it 
would cause administrative havoc. 
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July T6, 1991 



General Services Administration 
FAR Secretarial (VSR) 
18th and F Streets NW Room 4041 
Washington DC 20405 

RE: FAR CASE 9M3 

Having reviewed the General Services Administration (GSA), Federal 
Acquisition Regulation for the Acquisition of Utility Services, (FAR 
Case 91-13), section 41.007 requiring the contracting officer to insert 
a clause substantially the same as the clause at 52.241-13 capital 
credits; Capital Electric Cooperative, Inc., hereby objects to the 
proposed language and regulation section noted above. 

Our objections are to a requirement that within 50 days after the close 
of the Contractor's fiscal year, the Contractor shall furnish to the 
Contracting officer in writing, a list of accrued credits by contract 
number, year, and delivery point. We make our allocation 5 months after 
the close of our calender year. The 60 day time period is simply not 
workable-. In addition, the language stating, "The contractor shall 
state the amount of capital credits to be paid to the Governnment and 
the date the payment is to be made", simply is unacceptable. 

Our retirement (payment) of capital credits is restricted by our 
(Government) mortgage agreement with the Rural Electrification 
Administration. To state a specific date a capital credit will be paid 
is simply impossible. We have set up a retirement schedule which is 
used as a general guideline in the fiscal planning and policies of the 
cooperative, however no specific dates are noted. 

Paragraph C calls for payment of capital credits to the Government upon 
termination or expiration of the contract. Again this is simply 
unacceptable language- Our by-laws do not provide for the payment of 
capital credits upon a member terminating his service- 
Further the capital credits which may be allocated to the Government may 
be in part capital credits which the cooperative receives from other 
cooperatives, such as data processing, power supply, equipment supply or 
financing cooperatives- The local distribution cooperative (contractor) 
cannot simply guarantee payment in cash of^the capital credits of the 
other cooperatives capital credits, which may comprise the capital 
credits which were allocated to the Government. In addition, a 
cooperative which has financing via the Rural Electrification 
Administration (REA) has to have a 40% equity position before the 
retirement of capital credits are unrestricted by the REA. 
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The contract language as proposed in the regulation regarding capital 
credits needs to be deleted or reworded so it is practical and workable 
for all parties. 

The proposed language in 52.241-13 should be modified to read as 
follows: 

The Government is a member of the (cooperative name), and as any other 
member, is entitled to capital credits consistent with the by-laws, 
rules and regulations of the cooperative. 

The above paragraph should provide the Government all that is necessary 
in order for the Government to obtain it's capital credits due the 
Government. 

Thank you for the opportunity to respond. 
Sincerely, 



CAPITAL ELECTRIC COOPERATIVE, INC. 




Ordean "Lars" Nygren 
Manager 



MINNKOTA POWER 

COOPERATIVE; INC> box 1318 Grand Forks, ND 58206-1318 Phone: (701 ) 795-4000 



July 19, 19 91 



General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N.W., Room 4041 
Washington, D.C* 20405 

SUBJECT: FAR Case 91-13 

Gentlemen: 

I would like to comment on the proposed rule as published in 
the. Federal Register on Friday, May 24, 1991. 

It appears that Section 52.241-13 dealing with capital credits 
may, if adopted, give the U.S. Government preferential treatment 
over other customers of Minnkota Power Cooperative, Inc. and many 
other rural electric cooperatives. 

We agree that the paragraph (a) statement, "the government is 
entitled to capital credits consistent with the bylaws of the of 
the cooperative" is appropriate. 

However, paragraph (b) gives us concerns. The 60 day 
requirement may put time constraints on the cooperatives ' normal 
mode of operation. In addition, what is of most concern to us is 
paragraph (c) . We do not feel the contractor should be required 
to pay the unpaid capital credits to the government upon 
termination or expiration of the contract, unless the capital 
credits were payable to the government on a discounted basis. 
Discounting for early capital credit payment considers the cost of 
money paid out earlier than normal retirement schedule. Any other 
payment basis would require the other customers of the cooperative 
to subsidize the federal government. 

I request that this section be amended to read that the 
government's capital credits would be retired on a schedule similar 
to that used by the cooperative for like customers or to allow the 
discounting method of capital credits repayment. 

If there are questions concerning my comments, please feel 
free to contact me. 



Yours very truly, 

MINNKOTA POWER COOPERAg^IVE, INC, 



David W. Loer 
General Manager 
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July 22, 1991 



General Services Administration 
FAR Secretariat 
18th & F Streets, NW 
Room 4041 

Washington, DC 20405 
Dear FAR Secretariat: 





We have enclosed this letter in response to the Federal Register Notice 
(FRN) published' by the General Services Administration on May 24, 1991. 
This F.R.N, concerns the Federal Acquisition Regulation: Acquisition 
of Utility Services and is cited per your request by FAR Case 91-13. 

We have had the opportunity to review the F.R.N, and to study the 
proposed regulations as it pertains to its impact on this Cooperative. 
Turner Hutchinson Electric Cooperative, Inc., of Marlon, S.D. (T.H.E.C.) 
Is organized under the Rural Electrification Act of 1935 and the South 
Dakota Rural Electric Law. We are bound by the rules and regulations 
as set by the Rural Electric Administration Agency in Washington, D.C. 
Our by-laws and financial requirements are a product of models, rules 
and regulations required by REA, our primary lending agency, and the 
National Rural Utilities Cooperative Finance Corporation (CFC) , our 
supplemental lending agency. 

These models, rules and regulations as set by our lending agencies 
(REA & CFC) and the Bylaws of this Cooperative do not allow the 
retirement of capital credits upon termination or expiration of a 
contract. The Bylaws make no such provisions; therefore, the waiting 
period on retirement cannot be waived for corporate or other legal 
entity patrons who cease to exist. It is also provided in the Bylaws 
that "If .. the Board of Directors shall determine that the finances 
of the Cooperative will not be impaired thfreby, the capital credited 
to patrons' accounts may be retired in full or in part". The rules 
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proposed in the FRN (FAR Case 91-13) obviously conflict with our Bylaws 
as detailed in section 52-241-13 which would require retirement other 
than normal by this Cooperative and would discriminate against other 
patrons /members . 

The clianges proposed may also require T.H.E.C. to receive approval 
from REA and CFC prior to any retirement of capital credits based on 
the Cooperative's equity position and will not allow any capital credit 
payments of more than 25% of the Cooperatives prior years margins. If 
that approval is necessary it will require significant lead time for 
a response from REA and must be approved by the Board of Directors 
prior to action from REA. These requirements are a direct result of 
our mortgages with REA and CFC and failure to meet them could result 
in default if not followed properly • 

On behalf of T.H.E.C. this letter has been sent to indicate our concerns 
with the proposed rule on the acquisition of services from utilities 
(FAR Case 91-13) • We believe these proposed regulations conflict with 
the existing Bylaws of this Cooperative, conflict with REA & CFC mortgage 
rules and regulations, would financially impact the equity levels 
of several rural electric cooperatives, and promote discrimination 
amongst members of this Cooperative. 

If you have any questions or comments please feel free to contact 
me at the address or phone number listed on this letterhead. 

Respectfully ^ ^ 




Bradley J. Schardln 
Manager 



Arkansas Electric 
Cooperatives, Inc. 

8000 Scott Hamilton Drive 
R 0. Box 194208 
Little Rock, Arkansas 72219 
(501) 570-2200 
FAX (501) 570-2205 

July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. 
Room 4041 

Washington, D.C. 20405 
Dear Sirs: 

The purpose of this letter is to convey to you the comments 
and concerns of Arkansas Electric Cooperatives, Inc. (AECI) , 
regarding the proposed changes in the Federal Acquisition 
Regulations for utility services, 48 C.F.R, Parts 6, 8, 15, 
41, and 52. AECI is the statewide service organization for 
17 rural electric cooperatives, and those cooperatives 
service over 318,000 customers in the state of Arkansas. 

The federal government is a valued member-customer of mariy 
of the 17 rural electric cooperatives in Arkansas, and it is 
our hope and wish that this relationship will continue. 
However, some of the proposed changes in the government's 
acquisition regulations would make it difficult, if not 
impossible, for the cooperatives to continue providing 
service to the federal government* 

The most troubling of the proposed regulation changes is the 
required service contract language regarding capital 
credits. Rural electric cooperatives operate on a . 
non-profit basis. Customers are owners and members of the 
servicing cooperative. These members contribute operating 
capital to the cooperative through payments for electric 
service • 

At the end of a fiscal year, the cooperative is required, by 
its bylaws and by state and federal law, to return in the 
form of capital credit certificates any excess operating 
capital to its members on a pro rata basis reflecting the 
amount of electric service purchase* by that member during 
the fiscal year. A cooperative is required to treat all 
members equally and fairly in the allocation of capital 
credits. 

However, the bylaws of most cooperatives give the board of 
directors the sole discretion to choose the time and the 
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amount of any retirement (pay-off) of capital credit 
certificates. Such discretion is absolutely necessary in 
order to properly manage the capital requirements of the • 
cooperative. 

In order to provide service to a federal facility, the 
service contract language contained in proposed section 
52.241-13 would require a rural electric cooperative to 
violate its own bylaws, jeopardize its cooperative status 
under state law, jeopardize its tax exempt status under 
federal law, and violate the terms of its Rural 
Electrification Administration (REA) mortgage or mortgages. 

We agree completely with the concept stated in subsection" 
(a) of section 52 •241-13. As a customer of a rural electric 
cooperative, the federal government is a member of that 
cooperative and is entitled to receive capital credits as 
provided in the bylaws of that cooperative. However, the 
language of subsections (b) and (c) , if required in service 
contracts with the federal government, would cause serious 
problems to a cooperative. 

Subsection (b) would require that within 60 days of the 
close of a fiscal year, a cooperative must inform the 
federal government of the amount of capital credits to be 
paid to the government and the date of the payment. This 
presents three problems. 

First, 60 days may not be enough time for a cooperative to 
receive any capital credits due it from generation and 
transmission or other cooperatives, close its books, have 
its financial statements audited, and determine whether, or 
in what amount, capital credits will be allocated, much less 
paid. 

Second, providing the amount and time of a capital credit 
retirement at the end of each fiscal year would present 
serious problems for a cooperative. While cooperatives are 
required by state and federal law to allocate capital 
credits in years resulting in positive operating margins, 
retirement of these capital credits is, in almost every 
instance, only made at the discretion of the board of 
directors. 

As with any business, the capital needs of a cooperative can 
change quickly. In addition, a cooperative with an REA 
mortgage is required by the REA to reach a certain level of 
capitalization before capital credits may be retired. It is 
absolutely essential that the board of -directors have the 
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discretion to postpone a retirement of capital credits due 
to the financial condition of the cooperative. 

If a commitment to retire a certain amount of capital 
credits on a certain date must be made to the federal 
government within 60 days of the end of every fiscal year, 
the board of directors would be stripped of that discretion 
given it by almost all cooperative bylaws and serious 
problems would almost certainly result* 

It is possible that on the date of a promised retirement, 
the cooperative's capital situation would be such that, if 
any retirement at all was possible, it might be able to 
retire only capital credits belonging the the federal 
government, ignoring those of other cooperative members. 
Such a retirement would certainly violate the cooperative's 
bylaws, would violate state and federal laws regarding 
cooperatives and their tax exempt status, and would be 
completely unfair to the other members who have capital 
credit retirement rights equal with those of the federal 
government . 

In addition, it is possible that on the date of a promised 
retirement, the cooperative's capital situation would be 
such that after making the retirement, the cooperative would 
not meet the capitalization requirement of its REA mortgage. 
In these circumstances, the REA would have the authority to 
treat the retirement as an event of default under the 
mortgage. 

Subsection (c) , which would require a cooperative to retire 
all of the federal government's outstanding capital credits 
upon the expiration or termination of the government's 
service contract, would greatly magnify the problems 
discussed above. 

The federal government is entitled to capital credits as a 
member of a rural electric cooperative, and it is entitled 
to have those capital credits retired pursuant to the 
relevant provisions of the cooperative's bylaws. However, 
the federal government should not be entitled to a priority 
or preference over other cooperative members in the 
retirement of capital credits. 

Likewise, the federal government should not be entitled to 
force a cooperative into an action that would jeopardize the 
cooperative's financial health, violate the cooperative's 
bylaws, violate the provisions of the cooperative's REA 
mortgage, and violate both state and federal law. 
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If a cooperative is forced to pay all of the outstanding 
capital credits of the federal government immediately upon 
termination of the government's service contract, the 
cooperative will also be required, under its bylaws and 
state and federal law, to at the same time retire all 
outstanding capital credits of all cooperative members. In 
most instances, the retirement of all outstanding capital 
credits will mean financial ruin for the cooperative/ 

AECI and its 17 member cooperatives strongly urge you to 
reconsider the inclusion of subsections (b) and (c) in 48 
C.F^R. section 52 •241-13, The potential harm of these two 
subsections to rural electric cooperatives, althoOgh 
unintentional, would be severe. In addition, AECI and its 
member cooperatives would like to adopt by reference the 
comments submitted by the National Rural Electric 
Cooperative Association regarding section 52.241-13 and the 
other proposed changes to the Federal Acquisition 
Regulation. 

Thank you for the opportunity to submit these comments. If 
you have any questions or would like to discuss this matter 
further, please let me know. 

Sincerely, 




Carl Whillock 
President and CEO 
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Marshall County Rural Electric Membership Corporation 

P O BOX 250 PHONE 936-3161 

PLYMOUTH INDIANA 46563 

July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
I8th and F Streets, N.W., Room 4041 
Washington, D.C, 20405 

Dear Sir: 

Subject: Utility Contract Provisions 
52.241-13 Capital Credits 

Our Rural Electric System will not sign a contract for electric 
service that contains these provisions as published in the Federal 
Register 56-23982 

Our comments apply to the following clauses under 52.241-13 Capital 
Credits. 

A. Our by-laws are applicable to all members including 
the federal government. These by-laws reserves to 
the Board bf Directors the authority to determine 
when capital credits are redeemed. They do not specify 

a time or method of payment to any member. Consequenty, 
we cannot change the by-laws by contract. 

B. Sixty days are unreasonable to provide notification. 
You are exceeding IRS requirements. Since the by- 
laws reserves the right to pay capital credits to the 
Board of Directors, we cannot change the by-laws by 
contract with a consumer. 

C. Upon termination of service, capital credits would be 
payable to the federal government under the same 
conditions as to any other member. Under our coopera- 
tive by-laws the federal government would have the same 
rights as any other member. They should not have more 
rights than other members. Consequently, they should 
not jeopardize the business for other members by asking 
for the capital they furnished upon termination of 
service. 




D. We don't object to the payment to U.S. treasurer 
through contracting offices. However, we do 
object to keeping your contract number as part of 
the capital credit records. Our computer program 
is not set up to provide this information. • 

Yours truly, 
Marshall County REMC 

/ / 

Wallace E. Sunmerville 
General Manager 
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MB COUniM ELECTRIC COOPERflllVE. IHC. 

. BOX l07rLITTLEFiELD, TEXAS 79339 
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General Services Administration 
FAR Secretariat (VRS) 
18th. & F Streets, N.W.,Room 4041 
Washington, D.C. 20405 



Re: FAR Case 91-13 

We respectfully submit the following comments concerning FAR 
Case 91-13: 

We believe, as stated, that all members are entitled to 
receive capital credits without discrimination. However, one of 
the primary reasons that the cooperatives have been a success is 
that our members furnish a substantial portion of the capital for 
the organization in the form of capital credits. To state that 
the cooperative is obligated to pay capital credits at a specific 
time could, and probably would, be discriminatory to other members 
of the cooperative and/or detrimental to the financial condition 
of the cooperative. 

52.241-13 Capital Credits 




Proposed Lanauaae: 

(a) The Government is a member of the (cooperative name) 

.J and as any other member, is 

entitled to capital credits consistent with the by-laws 
of the cooperative, which states the obligation of the 
Contractor to pay capital credits and which specifies the 
method and time of payment. 

(b) Within 60 days after the close of the Contractor's 
fiscal year, the Contractor shall furnish to the 
Contracting Officer, or the designated representative of 
the Contracting Officer, in writing a list of accrued 
credits by the contract number, year, and delivery point. 
Also, the Contractor shall state the amount of capital 
credits to be paid to the Government and the date the 
payment is to be made. 

(c) Upon termination or expiration of this contract, 
unless the Government directs that unpaid capital credits 
are to be applied, to another contract, the Contractor 
shall make payment to the Government for the unpaid 
credits. 
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We suggest the following language: 

(a) The Government is a member of the (cooperative name) 

. f and as any other member^ is 

entitled to capital credits consistent with the by-lavs 
of the cooperative. 

(b) Each year the cooperative shall furnish to the 
Contracting officer, or the designated representative of 
the Contracting Officer, in writing a list of accrued 
credits by the contract number, year, and delivery point. 
Also, the cooperative shall state the amount of capital 
credits to be paid to the Government and that such 
capital credits will be paid without discrimination to 
any member according to the by-laws of the cooperative. 

(c) Upon termination or expiration of this contract, 
the Government will inform the cooperative where to send 
capital credit retirement checks when capital credits are 
retired according the by-laws of the cooperative. 

We at Lamb County Electric Cooperative urgently request that 
you give serious consideration to the suggestions contained herein. 
We would be happy to furnish further information upon request. 



Sincerely yours, 




Delbert Smith 
General Manager 




Black Hills 

Electric Cooperative, Inc. 

P.O. Bo\ ii; . 

Cusier, SD 5T730 
Telephone: 605/673-W61 

July 18, 1991 



General Services Administration 
FAR Secretariat (VR3) 
18th and F Streets, N.W. Room 4041 
Wasliington, O.C. 20405 

Dear Sir: 

Black Hills Electric Cooperative, Inc. wishes to submit the following 
comments of FAR Case 91-13. 

Our comments (jeal specifically with section 52.241-13 Capital Credits. 

Paragraph fa): 

Our Bylaws state that, "In the furnishing of electric energy, the 
Cooperative's operation shall be so conducted that all patrons, members and 
non-members alike, will through their patronage furnish capital for the 
Cooperative". They go on to state, "The Cooperative is obligated to pay by 
credits to a capital account for each portion all such amounts in excess of 
operating costs and expenses." 

Black Hills Electric Cooperative, as is any cooperative, is already obligated 
by law and by Cooperative Bylaws to accrue capital credits and retire them 
according to the Bylaws. Paragraph (a), therefore, is redundant and not needed. 

Paragraph rb): 

Black Hills Electric Cooperative by law already informs each member and 
non-member alike of their capital credit allocations. The first sentence in 
Paragraph (b) is therefore redundant and not needed. We retire capital credits on 
a twelve-year revolving cycle. These capital credits are only retired when and if 
the financial condition of the Cooperative is not impaired and the retirement is 
approved by the Board of Directors and REA. We cannot predict, with reasonable 
accuracy, the date, amount of payment, financial condition of the Cooperative, 
Board approval, or REA approval of a transaction that might possibly occur twelve 
years fi'om now. Paragraph (b) is not feasible and therefore should be deleted. 
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Paragraph (Q): 

Black Hills Electric Cooperative, as most cooperatives, does not retire 
capital credits upon termination of sen/ice. Retiring capital credits upon 
temnination of every service would be an accounting nightmare and put a heavy 
financial burden on the remaining membership. We believe that the current 
member should pay the operating and capital cost to greater extent than 
someone who has left the system. ITiat is why we retire capital credits on a 
twelve-year cycle instead of a twenty-year cycle. In addition, plant is financed for 
35 years, and after termination of a service, debt service and interest payments 
have to be made. The early retirement of capital credits would put a strain on our 
cash budget and ability to pay all of our bills in a timely fashion. 

In summary, Paragraphs (a) and (b) are not necessary, as they are 
standard procedure for accounting and handling capital credits. Paragraphs (b) 
and (c) would impose unreasonable conditions on the Cooperative and 
membership. Also, these unreasonable conditions would place an unfair financial 
burden on the remaining membership. 

We request that section 52.241-13 Capitaj Credits be deleted in its entirety. 

Sincerely, 

BLACK HILLS ELECTRIC COOPERATIVE, INC. 




Creden W. Huber 
General Manager 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW 
Room 4041 

Washington, DC 20405 _ 
RE: FAR CASE 91-13 
Ladies and Gentlemen: 

On behalf of the members of Jackson Electric Membership 
Corporation, I am pleased to submit comments on the rule proposed 
in the May 24, 1991 edition of the Federal Register concerning 
"Federal Acquisition Regulations; Acquisition of Utility 
Services." ' 

In regards to FAR Case 91-13, there are 2 specific areas which 
are not only troubling to electric cooperatives but which might 
also change the tax exempt status under which cooperatives 
operate. These 2 specific areas are discussed below: 



I. Part 52.241 -B Connection Charges. 

A. Under the proposed rules, the cost of providing connection facilities for the 
government would be shifted from the government to the other members. 
Unfairness Is an Issue, but probably this is also a violation of the bylaws and 
state statutes which govern the cooperative. The cooperative could also be 
exposed to unethical and maybe unlawful disbursement of capital credits. 
The procedure that would be created from this rule would be Inconsistent 
with the way In which cooperatives operate as member-owned capital credit 
systems, not patronage dividend systems. 

B. The drafter of the proposed rule seems to lie referencing a non-exempt, 
subchapter T cooperative in mailing this change. The non-exempt 
cooperative Is subject to possibly accelerated payment rules under the tax 
law. Their earned equity or excess margins are, as a rule, referred to as 
"patronage dividends." The term "capital credits" is commonly used in 
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referring to excess margins only by 501 (c) (12) tax-exempt organization 
such as the EMCs. 

II. Part 52.241-13 Capital Credits. 

A. Governments entitlement to capital credits "consistent with the bylaws of 
the cooperative..." as stated in subsection (a) is acceptable, but is not 
entitled to become a privileged class of customer. 

B. Furnishing a list of accrued capital credits within 60 days after the close of 
the cooperative fiscal year is not acceptable because with subsiding (G&T) 
capital credits and other unknowns to consider it may be impossible to 
determine. Also, in subsection (c) upon termination all unpaid capital 
credits would have to be paid to the government. Subsections (b) and (c) 
would cause bylaws to be violated in most cases. Also, this could violate 
the FIFO requirement in most cooperative bylaws. If so it would impair a 
vested contractual obligation and violate the constitutional prohibition 
against laws impairing vested contractual rights in private contracts. 

C. This sets a precedent which jeopardizes the basic means of capitalizing a 
cooperative. The capital credit In reality would become a liability rather than 



D. Mandatory payment erodes capital and capital ratios which REA requires in 
Its mortgage instrument and other lenders rely upon in their loan 
underwriting considerations for cooperatives. 

E. By virtue of the erosion of capital ratios and the shift of cooperatives to 
more omnibus financial markets, cooperative consumers will have to pay 
higher rates to fund higher interest cost. 

F. Stating the "date payment is to be made..." for cooperatives which don't 
have a regular cycle would be a problem. This problem could be handled if 
the rules made clear that this requirement applies only if the cooperative 
has some regular cycle that it tries to follow and that circumstances could 
change that. For example: "Cooperative anticipates that payment will be 
made on or about December 1, 201 1." 

G. This out-of-turn payment is unfair to the other cooperative members who 
cannot have their capital credit until many^years later or upon death 
instances where cooperatives pay "deceased capital credits." This 
requirement may change the cooperative tax exempt status because it 
could be Inconsistent with the requirements of the IRS for cooperative 
status, that the cooperative operates on a "cooperative basis." 
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Due to the concerns expressed in this letter as to the unfairness 
and possible change of our tax exempt status ; this proposed rule 
should not be implemented as is. 




President/ CEO 




\nh 



GENERAL SERVICES ADMINISTRATION 
Federal Acquisition Regulation; 
Acquisition of Utilities Services 
FEDERAL REGISTER. Volume 56. No. 101. Mav~2». 1991 

AS CFR. Parts 6, 15. 41. and 

~ FAR ■ 

Case~9T-13 
PROPOSED RULE 

41.007 Contract Clauses . 

■These provisions require executive agencies to include certain 
•contractual clauses on a "substantially the same as" basis 
whenever contracting with a utility. In particular, this 
provision requires contracting officers to insert the clause at 
52.241-13, Capital Credits, when the agency would be a member of a 
cooperative and entitled to capital credits. The electric 
cooperatives find certain provisions of this contract clause to be 
especially troubling. Specific comments on the clauses are Set 
forth below. 



52.241-13 Capital Credits 

.13(a) refers generally to the entitlement to capital credits- 
Comments: The proposed clause says that bylaws specify the 
method and time of payment of capital credits. In reality, 
most electric cooperative bylaws state that if, prior to 
dissolution or liquidation, the Board determines the financial 
condition of the cooperative will not be impaired, capital 
credits may be retired in full or in part. In fact, this 
language was first proposed to electric cooperatives by the 
Rural Electrification Administration in REA Bulletin 101-5, 
published in January, 1967. The bylaws generally do not 
specify the time of payment. 

In addition, not all bylaws even specify the ''method'' of 
payment. Some cooperative bylaws allow limited discretion to 
the Board of Directors to determine how capital credits should 
be retired. 

-13(b) describes the requirement for notifying contracting 
officers about accrued capital credits. 

Comments: This clause would require not only information that 
is potentially unavailable but requires information that is 
not made available to other consumers and would offer no 
benefit to the contracting agency. The clause requires a 
written list of credits by contract number, year, and delivery 
point within 60 days after the fiscal year end. Electric 
cooperatives may not establish the amount of accrued capital 
' credits within 60 days after the fiscal year end and normally 
assign capital credits based upon the total usage of 
electricity by a member, not by contract number, year and 
delivery point. Therefore, this clause would impose 
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additional accounting and administrative requirements on 
electric cooperatives. No other member receives this type of 
specific information. . In addition there surely could be no 
benefit to the contracting agency as this information is 
irrelevant to the assignment and payment of capital credits. 
The contracting agency should not impose this additional 
expense on electric cooperatives when there is no benefit to 
be gained, unless it is willing to compensate the 
cooperative. If the cooperative is not compensated these 
additional costs are included in the cost of service based 
upon the not-for-profit nature of electric cooperatives. 

The clause also requires a statement of the amount of capital 
credits to be paid and the date payment is to be made. If 
this is referring to the same fiscal year referred to in 
sentence number one, the requirement regarding amount of^ 
capital credits to be paid is redundant, and the requirement 
of specifying a payment date is impossible to provide. It is 
uncertain whether payment of those capital credits will ever 
be made prior to liquidation. If this second sentence of 
clause (b) is intended to refer to other capital credits that 
might be retired during the upcoming year, the decision will 
quite possibly not have been made within 60 days after the 
fiscal year end. .This clause requires information that again 
is of no use or benefit and simply increases the administra- 
tive burden in complying with federal coiitracts. 

-13(c) refers to the ending of the contract between the 
government and the cooperative. 

Comments; This clause would require cooperatives to pay all 
unpaid capital credits upon the end of its contract unless 
those credits are applied to another contract. For the vast 
majority of electric cooperatives this clause would create a 
violation of the bylaws. Most cooperative bylaws provide that 
capital credits shall- be retired on a first-in, first-out 
basis. A contractual requirement to pay capital credits 
earlier would lead to a violation of this bylaw language and 
might expose the cooperative to legal liability. Surely there 
is no police purpose intended by this required contractual 
clause by which the federal government can justify impairment 
of the preexisting contracts established between cooperatives 
and their members by the bylaws. 

Furthermore, such a required clause might create a conflict 
between the regulations of the General Services Administration 
and the Rural Electrification Administration. The Rural 
Electrification Administration has set forth guidance on the 
retirement of capital credits. The REA has also provided in 
its mortgage with its borrowers that capital credits cannot be 
paid unless the cooperative has achieved a certain equity 
position. If cooperatives were forced to pay capital credits 
pursuant to this contact clause it might lead to an automatic 
breach of their mortgage with REA. Thus, a conflict between 
federal regulations and contracts would be created. 
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-13(d) refers to payment of capital credits by certified 
check. 

Comments: This paragraph would require all checks to cite a 
current or last contract number and indicate whether the check 
is partial or final payment for all capital credits accrued. 
Again, we feel that there is no benefit to the federal 
government in receiving this information and that it serves to 
increase the administrative Uurden on cooperatives. 



Recommendations: We recommend that paragraph (a) of the Capital 
Credits clause be concluded at the end of the phrase "consistent 
with the bylaws of the cooperative." In other words, we recommend 
eliminating the last phrase of that paragraph. 

With respect to paragraph (b) we recommend deleting the 60-day 
time frame and, instead, make reference to the notice requirements 
established by REA. In lieu of this change we recommend that the 
timeline be lengthened to at least 120 days. In addition, we 
recommend that the end of paragraph (b), following the phrase "in 
writing a list of," be replaced with the following language: 
"capital, credits which have accrued to the contracting agency 
during the year and a statement of whether the contractor intends 
to retire capital credits during the upcoming year." 

We recommend that paragraph (c) be deleted in its entirety. 

We recommend that the last sentence of paragraph (d) be 
eliminated. 




MOON LAKE ELECTRIC ^SSOCAT CN . -CSCxra • as west 2NC nCR « • !?CCS= .£.- j A^ 540e>: • 

July 22, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. Room 4041 
Washington, D. C. 20405 

RE: FAR Case 91-13 

Dear Sirs: 

A proposed rule was recently published in the Federal 
Register concerning contractual responsibilities between 
utilities and the Federal Government. We have serious concerns 
about some of the language in Section 41.007 (j) and the 
burdensome requirements it would place on our business to comply 
with administering capital credits for the government. Please 
consider the following comments on part "52.241-13 Capital 
Credits": 

Paragraph (b) 60 days after the close of the fiscal year is 

too little time to generate capital credit 
information. 120 - 180 days would enable the 
cooperatives to timely submit allocated 
notices to our membership. Also, because we 
are on a 15 year rotation cycle combined with 
refunding a percentage, we are not able to 
state when a refund payment would be made on 
any particular years capital credits. This 
is determined year by year by our Board of 
Directors. 

Paragraph (c) Our cooperative dpes not feel it appropriate 

to issue a capital credit refund to any one 
customer upon termination of that customer's 
service. Years ago Moon Lake did refund to 
deceased persons* estates but stopped this 
practice due to the discrimination of this 
type of refunding. For the Federal 
Government to requfest refunds out of the 
normal sequence, places a like discrimination 
concern on our policies as well as an 
additional administrative cost. Refunding 
capital credits upon termination of service 
or contract could place an extreme financial 
burden upon our organization. We have, for 
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example, one customer with capital credits 
totalling more than $13 million. If this 
customer were to terminate service and Moon 
Lake were obligated to pay capital credits at 
that time, we would be in serious trouble • 

Paragraph (d) Payment, by certified check is an 

administrative burden which will increase the 
cost to issue capital credit refunds and slow 
the refunding process. 

With slight modifications in the proposed rules, the 
government will be able to protect its interest without placing 
an undo burden upon the cooperatives in this great country. 
Thank you for your consideration of this issue. 

Reipectfjilly, 

Grant J. Earl 
General Manager 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N- W. 
Room 4041 

Washington, D. C. 20405 
Subject: FAR Case 91-13 
Dear Sir: 

As Executive Vice-President and General Manager for South 
River Electric Membership Corporation, a North Carolina 
Electric Membership Corporation, we have a serious concern in 
reference to the above named case. We are particularly 
troubled with Section 52.241-13, entitled "Capital Credits". 

Paragraph (b) would require a corporation to furnish the FAR 
a list of accrued capital credits within 60 days after the 
close of its. fiscal year, also include the contract number, 
year, and delivery point. It would also require a stated 
date for payment. These proposed regulations are in contrast 
to existing State and Federal Law, therefore, should be 
eliminated. , 

The requirement of furnishing a list of accrued capital 
credits within 60 days is contrary to existing legal and 
administrative policies. Presently, Corporations are not 
required to mail individual capital credit notices to their 
consumers, they may satisfy capital credit notification 
requirements by publishing a notice to the consumer informing 
them on how they can calculate their own capital credits for 
a given year. This is done much cheaper and allows more 
capital credits to each member because of holding down the 
expense of individual notices. Notification within 60 days 
may be impossible because many cooperatives are members of 
Power Supply Cooperatives thereby not receiving its own 
capital credit allocation much later than 60 days. Also, the 
Federal law allows five months after the cooperatives year 
end to file its nonprofit income tax^ return for that year. 

Notice of the date of payment of capital credits presents a 
problem until at such time the cooperative's board of 
directors authorizes the retirement of capital credits. It 
is only then that the cooperative can give a date as to when 
the capital credits payment is to be made. 
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Paragraph (c) of section 52.241.13 also raises concerns that 
have been previously expressed. Requiring a cooperative to 
pay capital credits at the expiration of the contract would 
be in violation of State and Federal legal principles. 

We respectfully request that the proposed regulations be 
changed to abide by the same legal principles and 
administration as the consumers do. 

Sincerely^ 

SOUTH RIVER ELECTRIC MEMBERSHIP CORPORATION 




— ^ ^'^atS^^ 

Marvin 0. Marshall 
Executive Vice President & 
General Manager . 
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LUMBEE RIVER ELECTRIC MEMBERSHIP CORPORATION 



Headquarters: Post Office Box 830 

Red Springs, North Carolina 28377-0830 
Telephone: (919)843-4131 PAX: (919)843-2079 




July 19, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W, 
Room 4041 

Washington, DC 20405 

Gentlemen: " 

Ref : FAR Case 91-13 

I am writing this letter to express my opposition to proposed 
language to be added, at section 41.007(j), to all contracts 
between cooperative utilities and Federal facilities. 



Each year the Cooperative furnishes to all members a list of 
all capital credits that they have accrued for the year or a factor 
that they can use to calculate their capital credits. Capital 
credits are accrued on each active service a member has in his name 
at a particular location. The member has a different account 
number for each service. The capital credits are accumulated from 
year to year by account numbers. An attempt to accrue capital 
credits by contract numbers will require more administrative time 
which will increase cost to members. 

Lumbee River EMC pays capital credits on a 20-year revolving 
cycle. For example, in October, 1991, we will pay 1971 capital 
credits; in October, 1992, we will pay 1972 capital credits; etc. 
Each member's capital credits are held and used for 20 years to 
offset the need for borrowed funds. These funds are used to build 
new services and maintain existing electric plant. Payment of 
capital credits to Federal facilities prior to the 20-year time 
period would be unfair to other members which is a violation of 
Cooperative principles. 

For the above reasons, I am strongly opposed to paragraphs (b) 
and (c), 52.241-13 Capital Credits, to be added to contracts 
between cooperatives and Federal agencies. 



Sincerely, 

/ Ronnie E. Hunt 
General Manager 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N«W« Room 4041 
Washington, D.C« 20405 

Subject: FAR Case 91-13 

Dear FAR Secretariat: 

The above proposed regulation changes, specifically Section 
52.241-13 Capital Credits are not acceptable to member owned 
utilities. 

A) This paragraph contradicts paragraphs (B) , (C) and (D) • It 
states that the member is entitled to capital credits 
consistent with the by-laws of the Cooperative. Paragraphs 
<b) , (c) and (D) require changes to the by-laws and 
discriminates in favor of federal agency members. 

B) Alaska Village Electric Cooperative's fiscal year ends 
December 31. However, our December 31 billing does not 
take place until January 25. Immediately after a 
preliminary closing of the December 31 books, our records 
are immediately audited as per R£A regulations. This 
process is time consuming; therefore our audited financial 
records are not available for Board of Directors approval 
until the end of March. After approval by the Board of 
Directors patronage can be assigned to members. At this 
time, it is conceivable that an amount satisfactory to the 
Board of Directors and in compliance with REA Rules and 
Regulations will be approved for retirement and payment. 
Capital credit payments will not be issued until a minimum 
of 120 days afer the close of the fiscal year. Our by-laws 
and Equity Management program sets our anticipated 
retirement schedule in an effort to maintain required 
equity levels. 

Existing Cooperative bookkeeping methods maintain capital 
credit records by consumer number not by contract number. 
To make changes including by-law changes of this magnitude 
would be cost prohibitive and time consuming. 

C) A major component of working capital for a member owned 
utility consists of retained capital credits. This is the 
purpose and fxinction of these monies. Arbitrary changes to 
the handling of capital credits must be reviewed and 
approved by all members with subsequent by-law changes. 
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Depending on the' financial condition of each utility ^ a 
portion of capital credits may be retired in full or in 
part upon approval by the Board of Directors. Retirements 
are made non-discriminately (regardless of affiliation) on 
a first in^ first out basis. AVEC is currently maintaining 
a 15 year retirement schedule. 

As an electric utility dependent on Rural Electrification 
Administration loan funds to subsudize major construction, 
it is not feasible to retire and pay the majority of all 
outstanding capital credits. A major portion of our 
assigned capital credits is allocated to Federal facilities 
including FAA^ BIA, USDOT^ etc. The termination or 
expiration of any large contracts (and resultant payments) 
of allocated capital credits would substantially impair the 
financial condition or jeopardize the financial stability 
of this utility. 

D) The requirement to -make payment by "certified check" is 
also cost prohibitive and time consuming. The majority of 
utilities have special retirement accounts to manage the 
rotation of capital credits. Special certified checks are 
not warranted. 

Please review and carefully study the implications of these 
proposed rules for a chosen few. Government entities can better 
understand the requirement of utilities to have readily 
available assets to invest in on-going construction and 
maintenance. Otherwise the capability to provide adequate 
service to these or other government agencies when required in 
the future could be jeopardized. Our consumers currently pay 
the highest electricity in the country. The proposed 
requirement to make early payments for capital credit could 
force borrowing at higher interest rates, thus further 
increasing ovir costs of service. 

We do not think this is a proper area for the GSA to try to 
regulate. You would force changes in thousands of Cooperative 
by-laws which has evolved for over 50 years. The U.S. Dept. of 
Agriculture through REA has developed model by-laws which in 
fact deal with the real problems of trying to run a Cooperative 
starting with zero equity. That is the foundation basis for 
these by-laws. 

If you have any questions or comments, please contact the 
undersigned. 

Sincerely, y 




Patricia L. Stephenson 
Manager, Finance & Control 
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cc: NRECA 

Western Area Electric 




National Rural Dectric 
Cooperative Association 






1800 Massachusetts Avenue, NW. . - - - ^ ^3' ' 

Washincton. D.C. 20036 

Telephone: 202. 85^-9500 - <^ 

IMMEDIATE ATTENTION REQUIRED 

TO: All Member Systems 
FROM: Bob Bergiand, General Manager\ 
DATE: July 12, 1991 

RE: General Services Administration, Federal Acquisition Regulations fcir the Acquisition of Utility 
Services (FAR Case 91-13) - COMMENTS DUE JULY 23 

The General Services Administration (GSA) recently published a proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982). As part of this rule, the GSA is proposing at section 
41.007(j) that the following language be added to all contracts between Federal facilities and cooperative 
utilities (we find paragraphs fb) and fc) are speciflcallv troubling^ : 

5124M3 Capital Credits 

(a) The Government is a member of the (cooperative name) , and as any other 

member, is entitled to capital credits consistent with the by-laws of the cooperative, which states the 
obligation of the Contractor to pay capital credits and which specifies the method and time of payment. 

(b) Within 60 days after the close of the Contractor's fiscal year, the Contractor shall furnish to 
the Contracting Officer, or the designated representative of the Contracting Officer, in writing a list 
of accrued credits by contract number, year, and delivery poinL Also, the Contractor shall state the 
amount of capital credits to be paid to the Government and the date the payment is to be made. 

(c) Upon termination or expiration of this contract, unless the Government directs that unpaid 
capital credits are to be applied to another contract, the Contractor shall make payment to the 
Government for the unpaid credits. 

(d) Payment of capital credits will be made by certified check, payable to the Treasurer of the 

United States; and forwarded to the Contracting Officer at , unless otherwise directed 

in writing by the Contracting Officer. Checks shall cite the current or last contract number and indicate 
whether the check is partial or final payment for all capital credits accrued. 

The addition of these clauses to the contracts between rural electric cooperatives and government agencies 
will profound affect on the accounting systems of electric cooperatives. For this reason, I urge you to 
submit comments to GSA by July 23. 1991. All comments should be sent to: General Services 
Administration, FAR Secretariat (VRS), 18th and F Streets, N.W., Room 4041, Washington, D.C 20405. 
Your com ments must reference FAR Case 91.13. 

Should you have any questions regarding these proposed regulations, please contact Michael Oldak 
NRECA's Regulatory Counsel, at 202/857.9607. 
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OEPAflTMENT OF OEFSHSE 

GENEPAL SEHVfCSS 
ADMINISTRATION 

NATIONAL AEH0NAUT1CS ANO 
SPACS AOMINISTRATION 

48 Cf^ Parts 6, 8, IS, 41, and 52 
[FAPCaae 91-131 

Federal Acquisition Regulation; 
Acquisition of Utility Services 

AGSHOSS: Department of Defense 
pool. General Services Administratxoa 
(CSA), and National Aeronautics and 
Space Adminxstradon (NASA). 
ACnoHt Proposed nile> 

suiMMAiiv: The Gvilian Agency ^ 
Acquisition Council and the Defense 
Acquisition Regulatory Council are 
considering a rewrite of the FAR 
coverage dealing with utility services, 
including the establishment of a new 
part 41 for ±is purpose. This proposed 
niie will replace the existing coverage 
now located at F.'VR subpan 3^ and 
will provide uniform coverage 
applicable to ail executive agencies. The 
existing FAA coverage at subpart U In 
large measure does not appiy us OOD, 
and it also exempts agency regulatory 
requirements in the utility area that 
predated the establishment of the FAR. 
OATis: Comments should be submitted 
to the PAR Secretariat at the address 
shown beiow on or before [uly 23. 1991 
to be considered in the formulation of a 
Snalmle. 

AOORSSsas: Interested parties should 
suoimt written comments to: General 
Services AdBiinisTration. FAR 
Secretanat (VRSl. 18th and F Streets 
NW^ Room 4041, Washington. DC 2340S. 
Please cte F.\R Case 91*13 in ail 
correspondence related to this issue. 
TOR f\xtrr>m iNPonfMATioN coirracn 
For information pertaimng to ttiis case, 
contact Mr. Edward Loeb at (202} SOI- 
4547. For general information, contact 
Ms. Beverly r ayson. FAR Secretariat 
Room 4041. GS Suilding. Washington. 
DC 2)405. (232] 501^755. Please dte 
FAR Case 91*13. 
sum.8MaNTAiiv inmumattcn: 

A* Background 

In response to the need to provide 
uaifoim utility coverage in the FAR. a 
major rewrite of the existing F.AR 
coverage was undertaiten. The principle 
proposed changes follow: 

(1) The proposed F.'^R pan 41 would 
appiy across the board to ail executive 
agenacs and would also enable 
I agencies to delete most of the regulatory 



^average m their agency FAR 
suppiements. The current FAR subpart 
3J provides ih^i agencies procedures 
predaong the FAR .-nay continue to be 
useti. In addition, suboart 3.3 
soecficaily execiptea DOD &om r.uch 
of the FAR coverage. 

(2) Substantial aaditional guidance tor 
contracnng omcers \n acquinng and 
admmistenng uaiiry semes contracts 
was mciuded. 

(3) Additional dennitions applicable 
to utility service contracts were 
established. 

(4| Coverage was esublished 
delineadng the exisong sumtory and 
delegated authority tor utility service 
ctmtracting. 

(5) FAR clauses to be used on a 
'^substantially the same as'* basis were 
established. 

(d| Substandve coverage providing for 
t^flfiHKng pate changes by the agencies 
was established. This coverage would 
enable agencies to handle such matters 
without automaocally referring such 
maners to CSA for action. 

[7] Coverage was added providing 
generally for the use of a Standard Form 
33 to acquire utility services. 

(8) '"Standard** specincanon formats 
have been established for use in 
act^uihng utility services. Such forsiats 
will not be induded in the F.AR but wail 
be available for agenc/ use. 

(9) ••Standard" annual utiUty service 
review formats have been established 
for use in acquiring utility services. Such 
formats will not be induded but will be 
available for agency use. 

3. Regulatory Flexibility Act 

The proposed nile is not expected to 
have a significant economic impact on a 
substantial number of small entities 
witiiin the meaning of the Regulatory 
Flexibility Aci 5 U.SC 501. &t seq^ 
because most public utility companies 
are not small business. 

Therefore, an imtiai Regulatory 
Flexibility Analysis has not been 
prepared. However, comments are 
invited from small btisinesaes aiid other 
interested parties. Such comments will 
be considered in the formulaition of a 
ffafli mie. Comments from small entities 
concerning the aiiected FAR subpart 
will also be considered in acconiance 
with section 610 of the Act. Such 
coimnents must be submitted separately 
and dte S U.S.C 610 (F.^ Case 91-13) 
in correspondence. 

C Paperwork Rsducnos Act ^ 

The Paperwork Reduction Aa does 
not appiy because the proposed changes 
to the FAR do not impose recortikeeping 
information collection requirements or 
collection of imonnanon from oiTerors. 



contracxrs. ar members or T.e cuoiic 
which require Lie approval oi CMS 
under 44.L-.S.C 2501. ff setj. 

List of Subjeca in 45 C7R Parts 6. 3. :S. 
41. and 32 

Government procure-'senL 
Dated .May :0. :391. 
.Albert A. Viccaioda. 

DiTKtor. Office at F^erci Acsu:sit:an P'ziizy. 

Therefore. ;t is proposed '-lat +8 CTR 
parts d. 3. :5. 41. and 52 be amended as 
set forth beiow: 

1. The authonty citation for 48 C?R 
'parts a. a. IS. and S2 continues to read 

as follows: 

.4uihonty: 40 a.S.C 4a6(ci: :0 U.SC 
chapter U7: and 42 U.S.C zm^ci. 

PART s-coMPermoN 

REOUIREMENTS 

2. Section 8.302-1 is amended by 
revising paragraph (b)(3) to read as 
follows: 

6.302* 1 Only ons resoonsibl« source and 
no otntr suopiies or services wiU satisfy 
agency requirements. 

(b) • • • 

(3) When acquiring utility services 
(see 41.001). drcamstances may dictate 
that only one supplier can furmsh *j:e 
service (see 41.004); or when the 
contemplated contract is for 
constncnon of a part of a utility system 
and the utility company itseif is uhe cniy 
source available to work on the system. 



PAirr 5— fREQUIRED SOURCES OF 
SUPPUES ANO SERVICES 



Suftpart8.3 (« 

1 Subpan 8J. consisting of secnons 
3.300 through 6.309. is removed and 
reservecL 

PART 1S— CONTRACTING 8Y 
NEfiOTlATION 

15.312-2 [Ameneedl 

4. Secaon lS.312-2 is amended in 
paragraph (al(31 by removing 'Subpart 
aJ^ and insemng in its place "part 41**. 

PART 41-^QUISrnON OP imuTY 
SERVICES 

5. Part 41. consisting of sections 41.000 
through 41.010. is added to read as 
follows: 

S«c 

4un Scooe of part. 

AXSXXl Oeiuutions. 

4100Z Appticabiiity. 

4lJ0a Slanitory and delegated authonty. 

41O04 Acquinng uuiity services. 
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41J304-O Co A dsaistance anc aoprovot 
41.004 ■■ I CoA areawtae conrracra. ■ 
41J30^j Seoarate cancacj. 
4Lfl04-^ iai£fag«ncy agreemeflis. 
410305 Pre^wam contract review. 
4'UX)6 Adaieuatratioa. 
4L00^l Mont::iy anc onciiai revtew. 
41J306-2 Rate ccacges and relator/ 

iatcfvennon. 
41iX37 Conrrac: dausea. 
4XiXB U'lxiity services contract fonn- 
41.009 Fonaaa for uttiity serviea 

specx£cauona. 
4tJ>iO FoRZUts for aanual uciiity service 

rtvtew. 

Atitboiity: 40 US.Z. 466(0: 10 C;.SC 
chapter 137; and 42 U.S.C I4n(c). 

41 JXSO Scope of pan 

Tbia part preaclbea poiicias, 
procedures, and contract format for tiie 
acqnisitzon of utility services. (See 
41J3Q2(b) for services that are excluded 
from this part.] 

41J}01 Oeftfiitiona. 

As used in this part 
ArBQwide ccnsve: means a contract 
entered into between the General 
Services Administration (GSA) and a 
utility service snpplier to cover the 
utility service needs of Federal agencies 
within the franchise/ service area of the 
supplier. Each areawide contract 
includes an '^.Authorisation'* form for 
requesting service, coimection. 
disconnection, or change in service. 

Authonzatott means the document 
executed by the ordering agency and the 
utility supplier to order service under 
that araawide contract 

Cjitxteesiott char^ means an amount 
to be paid by the Gk)vemment to the 
utility suppiier for the required 
connecting faciities. which are 
installed, owned, operated, and 
maintamed by the atiiity suppiier (see 
Tetsunaaon Uabtlity). 

Delegated agency means an agency 
that has received a wntten delegation of 
auihonty from GSA to contract for 
utility services for periods not exceeding 
ten years (see 41.003(51). 

Federal Power aad ^ater Marketing 
^gancy means a goveremental cnnty 
that produces. manages, transports, 
controls, and sails electrical and water 
supply service to customers. 

Franehisa service terrtzaty means a 
ge<}graphical area, daxined or granted to 
a specific utility servica stippUer(s) to 
supply the aistocsrs in that area. 

laterrendon means action by GSA or 
a delegated agency to fonnally 
participate in a utility regulatoiy. 
proceeding on behalf of ail Federal 
agencies. 



Muitipie service iocattons means the 
vancms iocanons or deliver^', pomis -Ji 
±e utility suppiier s service area co 
which It pro\Tdes aemce unoer a smgie 
contract. 

Rates mcudes rate scneduies. .-iders. 
rules, terms and conditions of service, 
and otter tanff and ser/ice charges. 

Separate c^nrr^cr means a utiiir/ 
services conrac: (other man a GSA 
areawide contraci on authorisation 
under an areawide contract, or an 
interagency agreement), to cover the 
acquisition oi utility services at a 
spedSc izlri^ point(s). 

Termination Uability means a 
contingent Government obligation to 
pay a utility suppiier the unamortized 
portion of a coimection charge in the 
event tile Federal Government 
terstinates the contract before die cost 
of connection ^diities has been 
reeoveied by die utility rjppiier (see 
Couiection charge). 

Utility senice means a seivtce such 
as furnishing electricity, natural or 
manufactured gas, water, sewerage, 
thermal energy, chilled water, steam, hot 
water, or bigh temperature hot water. 
The application of pan 41 to other 
services (e.^., rubbish removal, snow 
removal) may be appropriate when die 
acquisition is oot siibiect to die Service 
Contract Act of 1985 (see or.iorj- 

4ijxn Appiicabiiity. 

(a) Except as provided in paragraph 
(b) of this sectioiL dtis part applies to 
the ao^iisttion of utility services for the 
Federal GovemmenL including 
connection charges and termination 
liabilities. 

(b) This part does not apply to— 
(1) Utility services produced. 

distributed, or sold by anodier Federal 
agency. In diose cases, agencies shall 
use interagency agreements (see 41.00^ 



a): 

(2) Utility serrices obtained by 
purchase, exchange, or otherwise by a 
Federal power or water marketing 
agency incident to that agency's 
marketing or distribution orogram: 

(3) Cable television (CAT^/) and 
teiewfr'ftunications services: 

(4) Actnusition of natural or 
manufactured gas when purchased as a 
consnodicy: 

(3) Aafuisition of utilities services in 
foreign coimtnes 

(6) Acquisition of rights in real 
property, acquisition ot pubiie^tiiity 
fadiiiies. and on«site equipment needed 
for the facility's own distribution 
system, or construction/maintenance of 
Federal Government-owned facilities: or 
. [T] Third party financed shared- 
Mvings ppoiects authorised by 42 U.S.C 
dZST: however, agenaes may utilize pan 



41 for any energy savings or purccasea 
utility service directiy resuiur.2 .Tom 
impieaentauon of such measures lun.-rs 
±e term ct -ie contract sxecurcc 
pursuant :o 42 U.3.C 3237 for peaces 
act to e.xceed 2S /ears. '*Saarea-6av:ngs 
project" means a protect to reauce 
energy and demand costs m exisnnz 
faciities t&rougn pirvateiy nnoncsa 
energy eSceacy and manage.T.enr 
projects. 

41J3Q3 SUUitery and delegated autAonty. 

(a) Statutory audtority. (1) The 
General Services Adminisiiation (GSA] 
is audiorized by section 201 of the 
Federal Pro per t y and Administraovc 
Services Ac: of 1949. as amended (40 
U.S.C 481) to prescribe policies and 
methods govetning die act^uisition and 
supply of utility services for Federal 
agimriM TUs mdudes related functions 
such as managing public utility services 
and represeatuig Federal agencies in 
proceetiings before Federal and sta:e 
regulatory bodies. GSA is authonzsd by 
section 201 of the Ac: to contract for 
utility semces for periods not exceeding 
ten years. 

(2) The Department of Defense (DOD) 
is authoitzed by 10 U.S.C 2301. 2304. 
and 40 U.S.C 474(3) to acquire utility 
services for military facilities. 

(3) The Department of Energy (DO El 
is authorized by die Deparonent of 
Energy Organization Ac: (42 U.S.C ^31. 
etseq.) to acquire utility services. DOE 
is autliorized by die Atomic Energy Ac: 
of 1954. as amended (42 U.S.C :r64) to 
enter into sew contr a c t or modify 
existing coniracsi for elecnic services 
for periods cot exceeding 25 years for 
uranium enrtchment instaiiauons. 

(b) Deiegated aathonty GSA has 
delegated its authonty to enter into 
utility service contracts for per.cds not 
exceeding ten years co DOD and DOE. 
axui for cotmectioo charges oniy ro the 
Department of Veteran Ailairs. 
Contracting pursttant to diis deiegated 
autlioiity shall be consistent with ±e 
requirements ot this part Other agencies 
requiring utility service conmicts for 
periods over one year, but not e.xceeding 
ten years, may request a deiet?atton of 
authority from GSA at the address 
specified in 41JX>W(b). In keeping -Mth 
its sumtory aud»rity. GSA wilJ. as 
necessary, conduct reviews of delected 
agencies* acqui si ti o ii s of utility services 
to ensure compliance with the terms of 
die delegation and applicable laws and 
regulations. 

41.004 



4i:004.l PoHcy. 

(a) Subject to paragraph (d| of this 
subsection, -t.is die policy of die Federal 
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Covemment that agencies obtain 
required uaiity ser/ices from aourcea of 
supply which are .'nost advantageous :o 
the Goverssient m :ern:s of economy, 
efHaency. reuaoiiity, sr sernce. 

ibi Exceot for acouzsitioRs beiow the 
small purcnase lisuuuon (see 13.0001. 
agences snail acquire utilicy services by 
a bilateral '.vntten conaract. which .Tiust 
include the clauses required by 41.iX37. 
regardless or whether rates or ternis and 
conditions of sennce are nxed or 
adjusted by a regulatory body. Agencies 
may not use the uolity suppiier'a forms 
and clauses to avoid the indusion of 
provisions and clauses required by 

or by stamte. (See 4l«004-2(c) for 
procedures to be used when the supplier 
refuses to execute a written contract.) 

(c) Specific operating and 
management details, such as procedures 
for internal agency contract assistance 
and review, delegadons of authority, 
and approval threshoids« may be 
prescribed by an individual agency, 
subfect to compliance with appilcable 
statutes and regulations. 

(d] (l) Section 8093 of the Department 
of Defense Appropriations Act of 1988. 
Public Law V^lixL provides chat none 
of the funds appropriated by the Act or 
any other Act wtthi respect to any Sscal 
year by any department agency.. or 
instrumentality of the CJtiited States, 
may be used for the purchase of 
electricity by the Government in any 
tnanner that is inconsistent with sute 
law governing ihe providing of electric 
utility service, including state utility 
commission niings and electric utility 
franchises or service territories 
esublished pursuant to state statute, 
state regulation, or state-approved 
temtorial agreements. 

(2J The .Act does not preclude— 

(i) The head of a Federal agenr/ from 
antenng into a contract pursuant to 42 
U.S.C 8237 (which penains co ihe 
subject of shared energy savingis 
including cogenerationi; 

(iil The Secretary of a military 
department from entering into a contma 
pursuant to 10 U.S.C 2394 (which 
pertains to contracts for energy or fuel 
for military installations including ±e 
provision and operation of energy 
production facilities I: or 

(iiil The Secretary of a military 
department from purchasing electricity 
from any provider when the utility or 
udiities having applicable state* 
approved franciiise or other service 
authorizations are found by the 
Sraetary to be unwilling or unable to 
meet unusual standards tor service 
reliability chat ire necessary for 
purposes of national defense. 

(3) Additionally, the head of a Federal 
agency may— 



(i] Consistent wtci appiicabie state 
law. enter mto ron tracts for 'Jie 
purchase or ransfer of eiectnoty to :he 
agency' by a non-uaiity. .iicluding a 
qualifying facility 'inder ±e .^ibiic 
Utility Regulatory Poiices hz\ of 1373: 

(ii] Eater into an jiterageac/ 
agreement, pursuant to 41.004-^ and 
:7J. -.vith a federal power marketing 
agency or tne Tennessee Vailey 
Authonty for the transfer of eiecTic 
power to the agency: and 

(iiil Enter into a contract with an 
electric utility under the authonty or 
tariffs of the Federal Energy Regulatory 
Commission. 

(e) Prior to acquiring electric utility 
services on a competitive basis in an 
area governed by a franchise service 
territory. Uie contracting officer shall 
detemine. with the advtce of legal 
couBseL by a market survey or any other 
appropriate means, that such 
competition would hot be inconsistent 
with state law governing the provision 
of electric utility service, including state 
utility commission rulings and electric 
utility franchises or service territories 
established pursuant to state, statute, 
state regulation, or state-approved 
territorial agreements. Proposals from 
alternative eiectnc suppliers must 
provide a representation tliat service 
can be provided in a manner not 
inconsistent with section 8093 of Public 
Law X0O.2(}2 (see 4a.004-l(d]]. The 
representation must be supported wttii 
appropriate legal and factual rationale. 

4iJ)04-2 Pfoce duf e a. 

(a) Prior to executing a utility service 
contracL ±e contracting officer shall 
comply with parts 8 and r and 
subsections 41.004-1 (d) aiid (e). In 
accordance with parts 6 and 7. agencies 
sixall conduct maricet surveys and 
peRorm acqtiisition planning in order to 
promote and provide for full and open 
competition. If competition for an entire 
utility service is not available, the 
maricet survey may be used to determine 
the availability of competitive sources 
for certain portions of the requiremenL 
The scope of the term "entire utility 
sernce" includes die provision of the 
utility service capacty, energy, water, 
sewage.- transportation, standby or 
back-up service, cransmission and/or 
distribution service, quality assurance, 
system reliability, system operation and 
maintenance, metering, and billing. 

(b) In performing a market survey (see 
r.ioik Uie contracting officer shall 
consider, in addition to altemanve 
competitive sources, use of the following 
methods: . 

(1| CSA areawide contracts (see 
41.004-41: 



(2) Separate contracts (see 4a.C04*3t: 
and 

(3) Interagency agn!e.ments (see 
41.004-31. 

;c) When a utiiir"^ auopiier re.'uses :o 
execute i tencersa conrac: as ou:::ncc 
in 41.00^1 l b I. -Jie agenc;/ shail ootain a 
wntten deiinice and final rerosai signed 
by a corporate officer of ±e supplier 'cr 
:f unobtamaoie. iocimentauon at any 
'/erbal refusal by a coporate otncert 
and nnsmit ±is docimenL along with 
statements of ±e reasons for ±e refusal 
and the record of negotiations, to CSA 
at ±e address specified at 4l.0G4-*o(b|. 
Unless urgent and compelling 
circumstances exist the contmcnng 
officer shall notify CSA pnor to 
act^uirlng utility services without 
executing a tendered coniracL .Aiter 
such notification, the agency may 
pnn»ed with the acquisition and pay for 
the utility service under the provisions 
of3lU,S.ClS(n(a)(3K 

(1) By issuing a purchase order in 
accordance with 13.5; or 

(2J By ordering the necessar/ utility 
service and paying for it upon ihe 
presenution of an invoice, provided that 
a determination is approved by ±e head 
of the contracting activinr mat a formal 
contract cannot be obtained and that the 
issuance of a purchase order is not 
feasible. 

(dl When obtaining service uciiizuig 
either of the methods at subparagraph 
(c)(1) or (c)(2) of this section. ±e 
contracting officer snail establish a 
utility history ale on each acqmsiucn of 
utility service provided by a contractor. 
This utility history nie siiall contain, in 
addition to appiicabie documents m 
4.ai33. the folio wmg information: 

(1) The unsigned, tendered contract 
and any related letter of ransmittai: 

(2) T^e reasons stated by me uciity 
supplier for not e.xecutlng the tendered 
contract the record of negooanons. and 
a written definite and nnal refusal by a 
corporate officer of the supplier (or if 
unobtainable, documentanon of the 
verbal refusal by a corporate officer t: 

(3) Services to be hirmshed and the 
estimated annual cose 

(4) Histoncal record of any appiicabie 
connection charges: 

(5] Histoncal record of any appiicabie 
ongoing capital credits: and 

(0| A copy of the appiicabie rate 
schedule. 

fe) Determinations made and actions 
taken under (c) of this subsecuon to 
execute a contract and related 
acquisition actions taken under this 
subsection, are valid for one year only. 
The contracting officer shall take 
actions to execute a bilateral wn::eh 
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contract pnor to e.xpiradoR of the one* 
year penoo. 



*IJJ04-3 GSA isaistanoe and aoorbvat 

ta| The C3A office specified in 41JX)4- 
3(b^wliL upon request, provide 
tecanicai and acquisiddn assistance, 
and wtil arrange for the fttrnishing of the 
sennces descrtbed in this pan for any 
Federal agency, suxed-owneradip 
Government corporanon, the Dtstnct of 
Columbia. ±e Senate, the Houje of 
Representanves, or the Architec: of the 
Capttoi (and any activity under the 
Arehitect'j direction. (See 4UX)5. Pre- 
awvd contract review.) 

(b) Except as otherwise sped^ed in 
4li3Q3. agenciee snail submit ail 
infonnadcn required under thia part to 
the Gsneral Services Administratioo. 
Public Buildings Service. Public Utilities 
Division (PPU], Wasfaii^n. OC 2040S. 

(c) When contracting for utility 
services meeting the criteria in this 
paragraph, agencies, except delegated 
agencies (see 41.003(b]) or agencies 
penorming their own review pursuant to 
paragraph (d) of this subsectioa shall 
obtain GSA review and approval of 
their prospective contrac: document and 
shall provide the information descnbed 
in 4X005. if ^ 

(1) The annual cost of the service to 
be acquired is estimated by the using 
agency, at the time of initiatioo of the* 
service or annual review, to exceed 
SISaooo for separate contracts, or 
S 2S 0 ,Q00 for authorizations under an 
areawide contrace or 

(2) A connection charge, terminadon 
tiabtiity. nonrefundable or nonrecurring 
service charge, or other facilities charge 
to be paid by the agency is estimated to 
exceed 375.000 for separate contracts, or 
S22SUX)0 for authorizations under 
areawide oantracts. 

(dl Agences may request, from the 
GSA office speoSed at 4l.004-a(b|t 
general authority to conduct their own 
pre-award contract reviews of the 
proposed utility contracts specified in 
4tiX)4«>3(c}. Such requests shall include 
a certification orom the acquiring 
agency's Senior Procurement Sxecudve 
tixat the agency has 

(1) An established acquisidon 
programs 

(2) Personnel technically qualified to 
deal with speaalized utxlidea problems: 
and 

(3| The ability to accomplish its own 
pr»^ward contract review. 

The request mil also include 
information regarding die agency's pre* 
award concraa review procedures. 

(e) Requests for review and approval 
of contract actions descnbed in 
paragraph (ct of mis section, shall 
contain the information required by 



41JXS and be fonvarded to GSA as 
early as possible, but not later man :0 
working days pnor to the date new 
services are to commence or expiradon 
of an existing contraci If GSA docs sot 
respond to tne reierr:ng agency withia 
20 working days after a proposed utility 
semces contract is received for review 
and approval [or wit^ a lesser penod 
i agreed upon}. ±e refemng agency 
say complete nego cations and execite 
tile contract. 

(f) Agencies seeking GSA contracting 
asatatance for utility services, siiall 
forward such requests (see 41J30S) to 
GSA not later dian 120 days prior to the 
date new services are required to 
commence or the date of expiration of 
an exisong contraci 



41J104-4 GSA 

(a) GSA enters into area%^de 
contracts (see 41.001] for use by Federal 
agencies in the acquisidon of udUty 
services. An agency in an area covered 
by an areawide contract shaU acquire 
utiiity services under die areawide 
contract unless the agency determines 
that more advantageous rates or terms 
and conditions of service are available 
from anodier supplier under a 
separately negodated contract Upon 
request the GSA office specified at 
4t004-a(b) will furnish agencies widi a 
list of the areawidie contracts showing 
the types of udlity services. avaUable 
and die geographical areas served. GSA 
will also provide a copy of any areawide 
contract upon request^ 

(bl£ach areawide contract includes 
an authorization form for requesting 
service, coimection. disconnecnon. or 
change in service. Upon execution of an 
authorization by the contracting officer, 
the utility service supplier is required to 
fuTEiish services, without further 
negotiations, at die supplier's current 
applicable published or unpublished 
rates, unless odier rates, and/or terms 
and conditions are separately 
negotiated 

(c) The contracting officer shall 
implement the areawide contract by 
executing the authonzatioit and 
attaching it to a Standard Form (SF) 
Awardy Contract along widi any 
supplemental agreements on eomiectipn 
charges, special facilities, or service 
axrangemenu to be paid by die agency. 
Tlia contracting officer shall also attach 
any specific fiscal operational and 
admniatrative requirements of die 
agency, applicable rate schedufib. 
teehmcal itesns. maps or drawings of 
delivery points, details on Government 
ownership, maintenance, or repair of 
facilities, and other information deemed 
necessary to fully Atv^t die sennce 
conditions in die authonzation/ contract 



(d| Agesces shall provide GSA at :hs 
address soeaned at 4IJ04-G(bj a copy 
of each SF 23 and executed 
authonzauon issued uncer an areawice 
contract *.vitmn days after execuuoc 

41j004«<S Separate eomracta. 

(a) In die absence of an areawide 
comiact or interagency agreement f see 
41.00^), agencies shall acquire 'ioLity 
services by separate contract suoiec: :o 
die requirements and limitations of 
4U04-1. 41J304-a(ct. and agency 
contracting audiority (see 41.004-3(d1}» 
4U30flL and 41.009. 

(b) Subfect to die procedures 
omtained in 4t.004->2. when an agency 
is entering mto a separate contract ±e 
contracting officer shall document die 
amnact filis with die following 
information: 

(1) Thit number of available suppliers: 

(2) Any special equipment sennce 
reliability, or facility requirements and 
related costs; 

(3) The udlity supplier's rates, 
coimection charges, and terminadon 
liabiUty: 

(4) Total estimated conoract value 
(including costs in paragraphs (b) (2) 
and (3) of diis sectiom 

(5) Any techn ic al or special contract 
terms required: 

(6) Any unusual characteristics of 
services requireth and 

(7) The utility's willingness to wheet 
or otherwise transport utility service. 

(c) When requesting GSA :o enter into 
a separate contract die requesting 
agency snail furnish die technical and 
acquisition data specfied in 41J305(b). 
41.004-o(bK and such other technical 
dau as GSA may request to comoiete 
die co ntr act 

(dl A contract exceeding a one-year 
period, but not exceeding ten years 
(except pursuant to 4U}03). may be 
justified, and is usually requireti. where 
any of die following arcumstancss exisc 

(1) Tlie Government will obtam lower 
rates. larger discounts, or more 
favorable terms and conditions of 
service; 

(2) A proposed connection charge, 
tenainstion liability, or any other 
facilities charge to be paid by the 
Federai Government wiU be reduced or 
elistinated: or 

(3) Tlie utility service supplier nenises 
to render the desired service except 
under a contract exceetiing a one^year 
period. 

4 U 0<i g I me ragei ic y sgreemencs. 

Agences shall use interagency 
agreements (e.^. consolidated ptirchase. 
joint use. or cross-service agreements! to 
acquire utility services or faaaties from 
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other Covemaent ageadn and ^ail 
cooipiy with the poiices and procedures 
at Subpan :r.5. Interagency 
AcqutsiUoos Under ±e £cQCOoy- Act. 

41J}05 ^TMward contract rein«w. 

(a I Where ore^^ward contract rernew 
Is reqitired. use agency snail provide the 
foilowing imonnauon co GSA vvich (he 
proposed contract document sti^oendy 
in advance of award to permit a 
complete review. Requests forCSA 
review, approval, or assistance ihail be 
forwarded as provided in 4liX)4-3(e), 
and shall include the following 
inxormation: 

(1) A technical descnption or 
spedncntion of ±e type, quantity, and 
qttaiity of service ret^uired, and a 
delivery schetxule; 

(2) A copy of any service propoaai or 
proposed ctmtract: 

[Z] Cooics of all current published or 
uflpubil;ihed rates of the udlty supplier: 

[4] Idenrificacion of any unusual 
factors aifecung 'he acquisition: and 

(5) Identification of ail available 
sotirces or siethods of supply, an 
analysis of the cost etfecnveness of 
each, and a statement of the ability of 
each source to ^xrrrndn the ret|tured 
services, including the locanon and a 
descripdon of each available supplier's 
facilities at the nearest point of service. 

(b) For new or initial utility seiyices or 
suppliers, the agency zhsJi Ainixsh the 
Inxdrmation in paragraph (a) of tliis 
section and the following as applicable: 

(1) The date initial service is reouired: 

(2) For the nrst tZ aonths of full 
service, estimated Tnaximnm demand, 
monthly ctmsumption. annual cost of the 
service, and connecnon charges to be 
paid by the agency: 

(3) Known or estimated time schedule 
for growth to uitioate reqthreaents; 

(4| Estimated ultimate mayimnm 
demand and ultimate monthly 
consumptioK 

(5) A suupie schematic diagram or line 
drawing showing the meter locations, 
the location of the new uolity facdiiies 
to be conatrucied on Federal properry by 
the Federal agency, and any ret^uired 
new connecnon facilities on either side 
of the delivery pomi to be constTucrad 
by the utility supplier to provide die new 

(6| Accounting and appropriatioa data 
to cover the required uoiily services and 
any connecnon charges rec^uired to be 
paid by the agenc/ receiving such utility 
services: and 

[7] The following data concerning 
proposed boiities and related charses 
or costs: 

(i) Proposed refuzidable or 
nonrenmdable cotmection charge, 
teraiaauon iiabitity. or other faolities 



charge to be paid by the agency, 
together with a deserption of the 
supplier's proposed facilities and 
'stnnated constncnon costs, and its 
rationale for the cnarge: 

(ii) A wntten. signed statement by the 
supfdier that any proposed coimecnon 
charge is not in excess of the charge that 
other customen would be required to 
pay for like faclities under similar class 
and conditions of service: and 

(iii] A copy of the acquiixg agency's 
esthnate to make its own connection to 
the supplier's facilities throogh use of its. 
own mources or by se^vnx^ contract 
When feasible, the acquiring agency 
shall provide its esdmates to construct 
and operate ib own utxiity faoiitiee in 
lien of partdpating in a cost^siiarmg 
ctwstfuctiott program with the p ro posed 
utility supplier. 

(c) For existing utility services or 
suppliers, the agency shall furnish GSA 
the information in paragraph [\] of tliis 
section and the following, as applicable: 

(1) A copy of the most recent 12- 
month's service invoices: 

(2}. A tabulation, hy month, for the 
most recent 12 months. sho%ving the 
actual utiiity demands, consumption, 
connecdott charges* iuel adjustment 
charges, and the average monthly cost 
per unit of consumption: 

(3) An estimate, by month, for the next 
12 months showing the estimated 
mayimum demands, aontiily 
cfiiniumpnon. annual cost of the 
services, and any connection charges to 
be paid: 

[4| Accounting and appropriadon data 
to cover the coats for die continuadon of 
udlity serrices: and 

(S] For electric connection contracts, a 
statement whether the transzonner. or 
other system components, on either side 
of the delivery point is owned by the 
Federal agency or the udlity supplier, 
and if die metering is on the primary or 
secondary side of the transformer. 

(dl Agenaes conducting dieir own 
pre-award oimract reviews snail 
establish appropriate agency 
procedures. 

iUOOa AdrnMsndon. 

4U0Q^1 tfOfitfUy and smiusi review. 

Ageadee shall review (a) utility 
service mvoices on a monthly basis: and 
(b| each ooncracL authorsadon. 
purchase order, or other wntten request 
for service exceetiing the small purchase 
dollar ticaitacon on an annual basis* The 
purposes of such review are to %nsure 
that die utihty supplier is nmuahing the 
services to each faoiity under the 
utility's mxM economicaL applicable 
rate and to examine uolity coraserdal 
markets for advantageous competitive 



resohctations. ITie annual review shsil 
be based upon the faclity s usage, 
condihoos. and c^aractensucs of 
service, at each inciviQuai delivery 
point, for 'Jic most recent 12 months. If a 
change :n rate is appropnate. ±^ 
Fedend agency siiail retriast *jie 
supplier to make such rate change 
immediately. 

41U10^2 Rate cnangee atid re^latorf 
intecfeRdoflL 

(a) When a supplier proposed a 
change in rates or terras and c o nditions 
of service to the Government, the 
agency shall promptly determine 
whether the proposed change is 
reasonable. iustiSed. and not 
discnminatory* 

Cbl When a regulated supplier 
propoaes changes in rates or terms and 
conditions of service diat may be of 
interest to odier Federal agendas, and 
tntervendon before a regulatory body is 
considered iuatlfied. the matter shaii be 
referred to GSA. The agency may 
request Srom GSA a detegaooo of 
authority for the agency to intervene on 
behalf of die consumer interests of the 
Fedeni Exacudve agendes. 

(c| If a regulatory body approves a 
utility supplier's request for rate change, 
pursuant to 52.2n<-d. Change in Rates or 
Terms and Contiitions ot Service for 
Regulated Suppliers, any rate change 
shall be made a pan of the contract by 
contract modiScation. The approved 
applicable rate shall be enecave on ±e 
date determined by die regulatory body 
and resulting rates and charges shall be 
paid promptly to avoid late payment, 
provisions. Cispies of the modincadon 
rnntaining die utility supplier's 
approved rate change shall be sent to 
the agency's paying aince (see 4lJX36-iL 

(d) When the utility supplier is cot 
regulated and the rates, terms, and 
conditions of service are subject to 
negotiadoii pursuant to the datise at 
sutler. Change ia Rates or Tense and 
C'?ndi^'^« of Service for Unregulated 
Suppliers, any rate change shall be 
made a part of the contract by contract 
modificadoxL with copies sent to t^e 
agency's paying oiBce. 

41JS7 Contract efausem. 

(a) Because die terms and concfitions 
under which utility suppliers nurmsh 
service may vary from area to area, the 
differences may influence the terms and 
condidons appropnate to a particular 
utility's contracting situadotL To 
accommodate requirements that are 
peculiar to die contracting situauun. this 
section prescibes dauses on a 
"substandaliy the same as" bests (see 
5Zltn| which permits the contracting 



o^cer ro preoare and uciiise vanauoia 
of the prwcnbed provision and ciatues, 
in accordance with agency procedures. 

(b) Tie contracung ofScef snail insert 
in soiictaxicns and ccntrac:s foruuiity 
services causes sucstandaiiy 'Jis same 
a3 the foiiowing: 

(1) The clause at SZCil-t. Conilica: 

(2) The Clause at 5Z::il-i Scope and 
Duranon of Contract: 

(3) The cause at 32^n-3, Change in 
Cass of Service: 

(4) The cause at 32-241-4, 
Contractor s Faaiities: and 

CS) The dausa at S2^n-^ Serrice 
Provisions. 

(c) The contracting officer shall insert 
a clause aubstantaily the same as the 
cause at 52^4i-d. Change in Rates or 
Teros and Conditions of Service for 
Regulated Suppliers, in soUdtadons and 
contracts for utility services v«he& the 
utility supplier is subject to regulator/ 
body. 

(d) The contracting officer shall insert 
a clause substantially the same as the 
clause at SZZrx-T. Change in Rates or 
Terms and Conditions of Service for 
LFuregiiiatad Suppliers, in solicitations 
and contracts for utility services when 
the utiiity supplier is not subject to a 
regulatory body. 

(e) The contracting officer shall insert 
a clause substantially the same as the 
clause at 52^41-3. Connection Charge, 
when a connection charge is reouired to 
be paid by die Government to 
compensate the contractor for ftxrmsiiing 
additional fiidiities necessary' to supply 
service. When conditions require the 
incorporation of a noarecamng, 
oonreiundable service charge or a 
termination iiabiiity, see paragraphs ff] 
and (H of this section. 

(f) The contracting officer jina fl insert 
a clause subsuntiaiiy the same as die 
clause at 52j:n-9. Termination Liability, 
when payment is to be made to the 
contractor upon termination of service 
in lieu of a connection charge upon 
completion of the facilities. 

(gj The contracting officer shall insert 
a clause substantially die same as die 
cause at S2j:41-I0. Multiple Service 
Locations, as defined in 4lJXn. whm 
providing for possible alternative 
service locations is required. 

(h) The contracting otBcer shall insert 
a dause substantially die same as die 
dause at Hectrie Service 

Tantorjr Compliance Representation, 
when proposals from altexoative electric 
sappuers are sought 

(|) The contracting officer shall insert 
a clause substantiailv die same as die 
dause at 52.2«-ti Nonrefundable. 
Nonrecumng Service Charge, when die 
Government is required to pay a 
nonrefundabie. nonrecurring 



membership :ee. a charge for :nxtiauon 
of service, or a conmbuuon for ±e cost 
of faclities construction. The 
Government may provide for adusion 
of such agreed amount or fee as a pan of 
die connecson cnarge, a pan of '-he 
imtiai payment for services, or as 
periodic payments to ruiiill the 
Government's obiigacon. 

(j) Tr^e contracnng oincsr snail insen 
a clause substannaiiv ±e same as me 
dause at S2J:41-I3. Capital Credits, 
when the Federal Government is a 
tnomber of a cooperative and is entided 
to capital ndits. 

41X08 Utlfif/sefvtcascentractfornw 

ills, Standard Form [SFl 33. 
Soiidtation. OSer and Award. 
presGRbed in ^.2I4(c| and illustrated in 
S3J30t^ shall be used when 
contractins for utility services unless 

(a) An areawide contract (see 41.00^ 
^c)] is utilized, or 

(b) A purchase order form is 
audiorlisd by this regulation. The 
contracting officer shall incorporate die 
applicable rate schedule to each 
contract, purchase order or 
modification. 



41X09 Pcnnats for utiflty service 
speotaKScns. 

(a) The foilowng specmcation formats 
for use in acquiring utiUty services are 
available from die address speciSed at 
4lX04-3(b) and may be used and 
modified at die agency's discretion: 

(1) Elacric service: 
(2J Watsr service: 

(3) Steam ser/ice: 

(4) Sewage service: and 

(5) Natural gas service. 

(b) Contracting officers may modify 
die specification format referenced in 
paragraph (a) of dtis section and attach 
technical items, details on Govenment 
ownmhip of facilities and maintenance 
or repair obUgations. maps or drawings 
of delivery points, and other information 
deemed neo»sary to fully define die 
senrice conditions. 

(c) Tlie specifications and 
attachments (see paragraph (b) of diis 
section) shall be insened in section C of 
the utiiity servrce solictation and 
contract. 



41X10 



for anmiei utimy 



(a) Formats for use in contiucting 
annuai reviews of die following utility 
services are available tern die address 
specified at 4i.004-^(b) and may be used 
at die agency's discretiom 
(1) Electric service: * 
[2] Gas service: and 
(3) Water and sewage service. 
(b| Contracnng officers may modify 
die annual utility service review format 



as necessary to fuiiy cover :iie se.'-.':ce 
used. 

PART 52— 30UC.TAT10N 
PROVISIONS ANO CONTRACT 
CLAUSES 

SZSOS^S [Removeoi 

3. Section is rsmoved and 

reserved. 

T. Sections 52j:n-i ±rougn 52-141-13 
are added to read as follows: 

52.241-1 ContHcta. 

As prescnbed m 4l.007(b|(lK insert a 
ciause substaatiaily me same as the 
foilowug: 

Cooilkis (Date! 

To the extent of aiiy inconsistency 
between the terms of diis contract 
(including die specifications | and any 
rate schedule, rider, or exhibit 
incorporated in diis contract by 
reference or cdierwisa, or any of the 
Contractor's rules and regulations, the 
terms of diis contract shall control. 
(Sad of dause) 

52^41-2 Scope and OurstSon of Contract 
As prescribed in 4l.00r(b|(2I. insert a 
dause substaatiaily die same as die 
following: 

Scope and Oisadoa of Coooact (Dote) 
(a| For the period (date) to (date). ±9 
Coatrwtor agrees to ramish and ihe 
Coyemaent agrees to purchase (specfy rype) 
utility serricsa ia accordance wtdi the 
a pplicable eazuGfa). nues. and reguiauons as 
approved by the applicable govenusg 
regulatory body and as set fordi in die 
concncL 

(b) It is expressly understood that aeitter 
tile Coatracmr nor the Government is under 
any obligauon to coaunue any services 
beyond the tens of this contract 

(e) The Coattactor snail provide die 
Covemaest one complete set of rates. lerms. 
and coDdittons of senrtce which are in dfect 
as of the date of diis contract and any 
Juheequeady approved conffoaor siaii also. 
coacarready wim nliag wtth the regulatory 
body, hiratsh clie Government proposec 
revisioas is rates or tenns and conoitions of 



(d) The Conffacar shall be paid at tite 
a ppiicabl e rateist under ttie tanff and ±e 
Covemmem shad be iiabit for tHe oummum 
aonddy chaige. if any. speoiied in this 
coasact co nmimnn g with the penod in 
^vQich service is initiajliy fixmtshed and 
c ont i m ii n g for the tens of this contract Any 
mmiwam noathiy charge specxTied in this 
caosia shall be equitably prorated for die 
prods in which eoaiaencement and 
tenamatxoa oi *jua eontrao become exfeenve. 
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(End of dauaef 

S2^T«3 Cianq« ifi Caas at Scrriec 

Aj orescnb«d in 4l.007!b)(3K insert 3 
ciauai^ substannaily the same as 'jie 
foiiowuig: 

Qwagv in Caas 01 Sernca. iDaiel 

>) hi ibe «veai ot « caaoge us ±e ciaaa ci 
servica. suci jemcc snaii be prwued at 
contractor s lowest avaiiaoie rate sdseauie 
4pptieabia to the ciasa or semce fomwhecL 

(b) Where tiie C^sncaeor soes aoi oave on 
file with the reguiatory boay approved rata. 
schMiiea appticabie to semcea provided ao 
daose tn O&u conma snail preclude (he 
perhea from negodadng a rate schedule 
tppiicabU to the cfaaa ox* service nuThshedL 

(End ot rijuae) 

SU4t-4 Centractor'i FeaUOcs. 

Aspresoibed ia 41J»nbK4). insert a 
clause subscaotiaUy cbs same as tfae * 
foUowing: 

Coatracior'i Fadfitiea (Data) 

(a) The Coniiacior. at its expense, ahaii 
ftimiiitt iffffgaj^ aparate. and aaintatn aii 
faciities regnced to runush senrice 
hereunder to. and measure such service at the 
point ot delivery speoued in the Service 
SpeaScationa. TlUe to ail sech uaiidee 
remem with the Concracsr and the 
Contracter snaii be reapenaibie fior all loss or 
damage to sacn fanftnei. 

[h\ Nocwithatandias? any terms cxpresaed 
in chi dause. *Jie Contractor shall obtain 
approvei from the Conffacnng OfHcer prior to 
any eqmpmeat isstailauon. cotistracfxon. or 
removai Cavenuncst bereby grants to 
*she Contrac»r. free at any rental or stnuiar 
charge, but subject to the tixuuoona 
speofled In this contract, a revocabie permit 
or license to enter the service focadon for any 
proper ptirpose under this coittract. Tms 
permit or license iiKiudes use 01 the site or 
sites agreed uccn by tne parties hereto for the 
inatailatum. opereoon. and sumtanence of 
*he facuitiea 01 the Contractor ret^mred to be 
!oca:ed uoon Cuvernsent premises. AH uxee 
and other cnar^ea in connecnon iberewith. 
togetner with ail iiabuity oi the contracttsr tn 
conatroccozv operation, or sumtenanca ot 
such facilities* shall be aascmed by me 
Contractor* 

(c) Authorised representatxvea 0/ the 
Contractor wiU be aiiotved acessa to the 
faoiitiee on Cuvcmment premises ac 
reeaonable nmes ro permni the eeUgecione 
of Che Cdeiractor regarding seen faohtMS. It 
is expressly understood that the Government 
may limit or rescna the nght of aGcaaa herea 
granted ui any manner cpaaidered aeeesaary 
for natMoai secuncy. 

(d) Sttchfaoiittes shaU be removed and 
Covemment premises restored to their 
ongtnai condinoii by the conmcrar at 
expense within a reaaonahle time after the 
Covemment revokes the ternnnation of thta* 
coatFscL !a the event sech termxaatian of this 
eonci e c t rs due to the fsvlt o^ the Conncror, 
sueh famlitiee may be retained is place at the 
opooo of the Government entil serwoe 
eomoaraoie to that prev.ded for bareuncer*^ 
obtained eisewhare. 



fTfld of eauaai 



As prescnbed in 41.00r?h){5). insert a 
cause substancaily the same as the 
following: 

Stfvtca Provislooa (Satai 

(a I iUeasursmeflt ofsemca, fl| All svrv>ce 
furnisned by ma Csniractor stuui be 
aeeauxed by suiiaole setenng equipment of 
standard manuiacmre. to be niimshcd. 
installed, aaintaineti. calibrateti. and read by 
the Contractor at its exper.ae. When more 
than a single meter ts installed at the service 
toeadoOi the readings thereof shall be billed 
omhrnedvely. In the event any tneter fails jto 
register for registers incometty ) the semce 
bmshad. :he partiea shall agree upon the 
leagm of time oi meter tnalfaacauo and the 
qpastity oi service delivered danng soch 
peiiod of time. An appropnete aditmtment 
shall be made to the next invoioe for the 
pttfpose of CQcreenag such emia. However, 
any meter which reguten aot more than 

percent slow or fast shall be deemed 
correct. 

(2} The Conffactor shall read ail meters af 
periodic intervals or approximataiy 30 days 
or in accordance with the poilcy ot the 
cognizant regulatory body. Ail billings based 
00 meter readings oi less than days or 
more than days shall be prorated 
accortlingiy. 

[b| Meter '^l [l] The Contractor, at its 
ft^rpimft. siiall penodicaliy inspect and test 
ConoactorHnstalled maters at mtarvala not 
exceeding one year or at intarvais in 
accordance wiih the policy of the cognisant 
regulatory body. The Cayemment wtli have 
the right to have represesutioa dnrsig die 
inspeeaon and test. 

(2) At the wnnen request of the 
Contracting OScer. the Contractor shall 
make addioonai tests of any or all seen 
meten in the presence of government 
le p resen aovea. The coat oi such additional 
tests shall bv bourne by the Govertaient u 
±e percentage oi errora la found to be not 
[ than percent slow or fast. 



(31 iVo meter snail be placed in service or 
allowed to remain in service wmch has an 
mor m registranon ;n excess of ^. 
percent ucner normal o p er aong conditions. 

[c\ C!wt^ in vaium or dsareaer. 
Reasonable nonce shall be gr/ea by the 
Contracang Of&car to the Coatraesar 
ge garding any macenai caaages aanmpated in 

vohime or charactenstMS of the aullcy 
sesvicB reqtund ac eeca ioGaaoa^ 

(d) Citttuiuity ofserrree aad cottsumffUM 
(11 the Cuntraetor shad use reesoaahle 
Aiii^mm^ to provitie a regaiar and 
uaaitemipted soppty of sennee at die semce 
locatMO. bat shall not be liable for daaagee. 
breech of conttac: or otherwise to die 
at for failure. saaaeBsioa. 
saiioB. or other venadoas of 1 



oocasiened by or in ecnsequeace of any 
cause beyond the control of the GdOtractor. ^ 
inriiiding but not limited to acts of God or of 
the pnoUc enemy, nrea. floods, eerthquakes. 
or odier eataatroohe. stnkesi or fuiare or 
breekdown oi oransmtssion or other izGiitUs: 
Provided 'Jiat when any sueh fadure. 

. dimuiunos. or other varution of 



service shall aggregate nore 'Jun one sour 
iuxias any penod hereunder, m cquicaoie 
adhistment snail be saoe isi 'M aontniy 
3iiliag speciled in jus contrac: [iaauoing T.e 
- »twtmtim sontziy c."ar?et. 

[Z] la :he tvent 'Jie Coverrjneni is •jisaoi'^ 
to oocrate tne ser/ica iocauon Ji wnoie or \n 
pan for any cause be^«ond its controu 
jiciuding but not u.*nited to acts 01 Coo or zi 
•he puoiic enemy, ilres. zlooca. eartscuafc^a. 
other catastrophe, or strkes, *a ecmiacie 
adiusosent shad be mane 'JX 'he nontniy 
bdling specfied in ;his contract linciuoing the 
^iwtmttm xnonddy chatge) if die penod dunng 
which the Government is uaable to operate 
such semce locaaoa. in whole or in peru 
shall exceed XS days dunng any period 
hereunder. 
(Eadof eiaoael 

SU41-^ Otange In fiatee or Terroa and 
Condltlona oi Service for «e^ uiated 



As prescribed in 41.007(c). insert a 
ciatise substantially &e same as the 
following: 

Change in Rates or Terms and Cooditions of 
Service for Regulated Suppdere (Detei 

(a) Services mraiahed under 'Jiia conu^ct 
are subi'ect to reguiadon by a regulatory 
body. The Contractor agrees to give the 
Contracting Officer written aouce of ±e nling 
of an appucadoo for change oi rates or tersis 
and cantiidons of semce concurrendy with 
tlie filling of the applicauon. Such aoucea 
shall fully descnbe tiie proposed change. 
daring the term of tiiis contract, the 
regaiatory body having lunsdicuon approves 
any changes. ±e Contractor shall forward to 
the Contracting OHIcer a cooy of such 
diaagee wthin IS days after die eiTecdve 
date diereoi The Contractor agrees to 
continue furnishing semce unner ±is 
contract *n accordance with the amended 

and tbe Government agrees to pay such 
semce at the higher or iower rates as 01 the 
date when such rates are ntaoe eifecnve. 

(b) The Contractor hereby represents and ^ 
warrants diat eurrendy and aurmg the iife of 
thia contract the appilcable pubitsiied and 
impahUshed rate schedutetsi shad aot be tn 
excess of the lowest pubiisned and 
vtnpahlished rate scheduiefs) aveiisb<e to arr/ 
other castomers of the seme dass under 
similar conditions of use and semce. 

(c) la die event diat die reguiaibnr body 
pramalgates any reguiadon concertung 
matters other uian rates which aifecis diis 
coatract. the Contraciorshad immeoiaiefy 
provide a cooy to die Contracting Officer. 
Tbm Gov e rnment shall not be bound to aoceot 
any new tegulaooa incoasisteni widi Federal 
lavte or regulaooa^ 

(d) Any changes to retea or tenaa and 
conditions of semce siiad be made a part of 
tide contract by the issuance of a contract 
modification. The etTecave date oi 'Jie change 
shall be tbe erfecave date by the regulatory 
body. 
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(Eod ofciMset 

Cooditlons ot S«vie9 for Unre^uAaiMi 

As prescibea ia 4l^7rdl insert a 
daase ssoscaooaiiy the same as tin 

Ciao^ ia clMa or Terrea asd Conditioiis of 
Stfvtca for Core^uiaied Suppiien (Datat 

^1 After (insert ^3a4«t. moer party ouy 
requni a ^nan^e rates or cerms aad 
condictoxaoc service, (ioiess o^HenMisa 
provided in chUcBaoacL Boch parties agree 
to eocer la ae^ooeiUuxs coocemiag such 
disoges upoo fecstpi of wntten request 
deotiing che proposed change and speafyiog 
rte reasons ior the proposed changes. 

(b) The effcstivo date -of any change shall 
be as agreed to by the ponies. Thm Cantractor 
hereoy represena and warrants chat the rates 
90 ne^ooated wtd not in excess of 
ptibiished and ttU(/nhlisfaed rates chainjcd to 
any odser costonrer of dte sense c^ss under 
simirar terras and ccmditions of ose end 
service. 

(c) The failure of the parties to agree upon 
any change after a reasonable penod of time, 
shall be a dispute under (he Disputes clause 
of this contracL 

(d) Any changes agreed to rates, terras, or 
conditions as a result of such itegortations 
shall be aade a part of this contract by the 
issiumce of a contract modiflcadom 

CEndof dausel 

S2.241-a Connection Cftarg*. 

As prescribed in 41.007Te), insert a 
clause substantxaily the same as the 
following: 



I Chsi^ tOatei 

(a| Ooj^R In consideration of the 
Conmctor tunrishing and installtng at its 
expense the sew connecnon facilities 
deacnhed heresn. ±e Covemaent shall pay 
the Contractor a connecnon charge. The 
payment snail be in tne form of progress 
psyments. aovance payments or as a lump 
sum. as agreea to by the panies and as 
pennitted by aopiicabie law. The total 
amount peyable shad be either the esdraeied 
cost of 3 less tAe agreed to salvage 
value ot^ or the actual cost less the 
salvage value, whichsver is less. As a 
condition preceoent to final payment the 
C ont r act or snail execute a reteaseof any 
daims agamst the Cowmment arising under 
or by the vvtue of such instaUadon. 

(b) Ownnrsftio, ooeratton, cjid moiMBnoneo 
of 1X9^ faetiities to de providetL The facilities 
to be suopiied by the Contractor under this 
dause. oocwithstandiog the peyment by the 
Government of a connection charge, ihall be 
and remam the prooeny of the Contractor 
and sheiL at all times d'unng the life of this 
contract or any renewals thereof, be opemted 
and maintained by the Contractor at its 
expanse. All taxes and other charges in 
«nnection therewith, together widi all 
liability arising out of the construction, 
operanons. or maintenance of such facilities, 
shall be the obltganon of the Contractor. 

(c) Credits. Tha Cantractor agrees to allow 
the Cavenimeni. on each monthly bill for 



\ tufSEiflea unoer as oomzaa to tne 
Service Location, a cnwit of perceni of 
:he amouai oi each sues aiii as rescttred '^tii 
'Jie accusuiAUoa of saaii eouoi 
imount of such cannmoa sar^e. irormec 
'Jiai cne Cutiacur aay at any nse ^ilow a 
ndit uo to ICQ percent of amouat of eacn 
sucn bill. 

i2« Ib :2e ev«ai cha Cdaixaciar, before any 
termmauoa ai caomc: 3ui aiifir 
compieaoo of uie M\\v^% orovidaa ."or in 
•Jus caus& serves any ciMomer zizsi unan 
*^ Covemmant (reganliesa ox wruuaer the 
Government laoeing served simuicaneousiy. 
inxannixtandy. or luu ai all} by taeaos of these 
facilities, the Caaffacttsr shall promptly notify 
the Government In wntiag. Unless otherwise 
agreed by \t» parties in wndng at that time, 
the contracmr shall piompdy acoeierate the 
avdits provided for under subparagraph 
(cHl) of this dause. op to m percent of each 
monthiy bill unnl there is refunded the 
amount that reflects the Govemmenf s 
cotmecOoa eosu for tha t portion of the 
fomlities used in serving odiers. 

(3) In dm event the Coatracmr termmaees 
this conffact. tir tiesuxts in pesorrhence. 
prior to rail credit of any cot m e ea on charge 
paid by the Govenment the Contracmr ihail 
pey m the Gpvessment an amount equal to 
the aoeredited balance of the connection 
charge as of the date of the tetamanon or 
defaolL 

(d1 Term t notion before compietion of 
fdiaiitiea. The Goverinaeiit reserves the right 
to terminate diis cootram at any nme before 
completion of die facilides widi respect to 
which die Government is to pay a connection 
charge. In the event die Government 
exereisee diis right the Contractor shall be 
peid the cost of any work accomplished prior 
to die dme of terminanon by the Government 
plus die cost of removal i«ss die saivegie 
veitto. 

[e\Temtnotion after Gompieaon of 
focditiea. In die event die Government 
terminates dus contract after compienon of 
the fadlidea with respeo to which Use 
Government is to pay a connection char^ 
but before die cpedi tin g m nxil by the 
Contractor of eny coimecnon cher^ in 
accordance with me terms of this contract 
die Contractor snail have die tbUo%ving 
opdcmss 

(1) To retain in place for twelve mondis or 
more efter the nonce of termxaanoa by the 
Government such faolihes on cotuxition disc 

(H li during such tweive^nondi penod. diie 
Contractor serves any other cistomer by 
meens of such faoiittea. the Contraaor. shall 
in lien of allowing credits, pey die 
Government dunng suca penod installments 
in like amount moxmMt. and extent as the 
credit provided for under paragraoh (c) of 
tins dause before such terrauaaoa and 

(U) Immediately, after such twetve-mooth 
period die Contractor shall pronmdy pay in 
full to die Govemment the uncredited 
balance of the c onn e ca oe charge. % 

[Zi To remove such facdities at die 
Contractor s own exoense within twelve 
months after die etfecnve date of the 
terminanon by die Government: Provided 
diet if die Contactor eiects to remove such 
faciades. the Government snail dien have the 
option of purdiasing such faoiities at the 



a g reed salvage vaiue set torn dereuB aoa 
providen furtner. tnat *j:e 'Contractor snati. it 
:ae diraRJon of rheO o vg ir.i r .sn t eave irr 
place sues faoiinee toca^eo on Covi! . r! i! »er*< 
properry *«aica :seC\^mmen( e^ecLs :o 
purchase at tne agreea saivage vauie. 
(End of dausei 

52.241-9 Tei uuiuua n UsoiHty. 

prescT.bed La 41.C0rf f). i.-se.'^ a 
Clause substamiaSy the same as rtie 
folio%im7 

TnrmwarinnUahilUy (Oetei 

(a) If die GoweraxBent disoominuee utility 
senice reader 'dns camrao bemre cooxoieoon 
of the faoiides cost recovery penod spooned 
<A .pa mjfa oh ih4 ox* t^** ciaua^ ia 
consideratioa ox the Contractor fusishixi^ 
axid installing at its expense, the new 
facilides desaibed herem. die Govemmeni 
shall pay terminadon charges, caicuiaced as 
set forth in diis dause 

(b) Fodiiry cost recovery period. The 
period of thne. not exceeding the term of r:^ 
contract during wKidi the net cost of *^.e new 
faciiites. sha41 be recovered by uHe comrauor 
is • moaths. [Insert nefotioad 
duration,] 

(c) A'er faaiity cost The cost of die new 
facilities. less the agreed upon salvage value 
of such faoiides. is— 

t 'Jnsert appropriate doilar 

oxnotrnt] 

(d1 Montrtiy fodlity cost recovery rate. The 
monthly faoiity cost recovery rate which the 
Government shall pay die contraoor whetner 
or not service is received is— 

^ [Divide die net facility cost in 

paragraph {cl of diis dause by die fcczlities 
cost recovery penod in pan^rapn (bl of this 
douse and insert the resuitant figure, \ 

(el Termination cna^es, 
Termixuoon cazx^esmiMdtipiy die 

remaining months of dte faaiities cost 
recovery penod specified in para^raoif 
(b) of this dause by dte monthiy foc:iir/ 
cost recover y rate m paragraon /di of 
diis dause. \ 

(End of dausei 

$U41«tO MutOoio Service Locanons. 

As prescnbed in 41.{xrTg;. insert a 
dause substantially the same as the 
following 

Muldpio Service Locatioos (Oatel 

(al At any time by wntten order, die 
Contneiing Officer mey desiQxate any 
locadOB wimin die sennce area of the 
Coainctar at which uolity service shall 
commence or be discononued. The contract 
shall be modified in wndng» by adding to or 
deleting £rom die Service Speoilcaoons. the 
oame end locaoon of die service, soeofying 
any different rate, the pomt of delivery, 
different service speoxicanons. and any other 
terms and conditions. 

(b) The minimum monddy ehar^ soecfied 
in this conmao shall be equitably proreteo 
from tile penoo in which commencement or 
discontinuance of service at any service 
iocanon designated unoer the Sennce 
Speofieations snail become effective. 
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(Bad of dausvl 

5X241-11 8«etneis«rviea>«rntory 
Comoilane* R epmw ntacon,. 

As prescnbed in 4i.0O71h|, jisen a 
representation substanciaily the same as 
±e following: 

Pubiic Law lOO-CQZ. £I«cmc S«rvica Temtory 
Campiuaca Repmcocacioa (Dataf 

(a) Tbt Offeror represents as part at its 
oSa (he Offeror's saie oi eiecmdty m 
aceofdaBca with ths (eras and condittona of 
this soiidticiOB is ( | it oot ( | eoBBUtent 
with Pubiie Uw lOMB. Mctioa aosx 

(b| Tha Offeror's <apportiag.ntiaaeie is «e 
foUowe: 



(End of dauaei 

5U41-12 Nonrenjndabfe, Nonrectining 
Service QMrga. 

As prescribed in 41.007(1]. insert a 
dause substantially the same as the 
foilowing: 



Moaratadablei Somatata^ Stthem Ctar^ 
(0«ta» 

TTie Coverunent aay pay a aonrefundabie. 
noorecimng charge wan uie hues and 
reguiaoons or a auppiier reomre thai a 
customer pay (X) a caar^ for the initiation of 
semes. IZ\ a contnbutioo in aid ot 
canscrucnon. or (31 a nonrefundable 
aetnoennis tee This chaise may or aay not 
be in aodition to or in tieu ot a connectioa 
change. Tlieretare. ihere ts hereby added to 
the Concraaor's schedule a aonrerandable. 
ao nr ec n mng charge for____ia the 
I of SL__ doUan peyahie 



(spedfy datee or schedaieeH* 
(Eodof dauae) 

SZ241«13 CaiMICredila. 

As preschbed in 4iLQa7tSl* insert a 
clause substantially the same aa the 

following: 

Capital CradiU (Date) 

(a) The CovemmenLis a member of the 
(cooperative name) and as 

any other member, is entitled to capital 
credits consistent with the by-laws of the 
cooperative, which sutes the obligation of 
the Contractor to pay capital credits and 



vwoich speofes the method and tune or 
paymenL 

:b) Within 30 days after t.*!e coae of 'J*- 
Contractor's iiscai year. 'Z2 Concacror snail 
furnish to tne Cjotracon^ CHicer. or 'j:* 
designated representadvQ ox the Contracting 
OfScer. ui wnong. a tist of accmed crsotts zy 
contract number, year, and delivery poi-*.!. 
.Also, cae Contractor snail state axe amount zi 
capital credits (o be paid to tne Covemntent 
and the date tne payment is to oe sace. 

iC\ Upon (erainaboo or expire non of this 
c on tract tiniesa the Govemffleet directs tiiat 
unpaid capital credits are to be applied to 
another contract the Contracw snail maice 
payment to the Govenunent for the unpaid 
credits. 

(dl Payment of capital credits wiil be made 
by certified check, payebie to the Treasurer 
of the United States: and forwarded to tne 
Contraeong Officer at ■ unless 

otherwise directed in wnting by the 
Contracting Officer. Chedca shall dte the 
current or last contract number and indicate 
whether the check is partial or tlnai payment 
for ail capital credits accrued. 
(End of dause) 

[FR Oo& 9X«12245 Filed $-23<-n.: a:4S am | 




CENTRAL MONTANA Electric Power Cooperative, Inc. 

P.O. BOX 5008S • BILLINGS, MONTANA 59105 • (406) 248-7936 




July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, NW 
Room 4041 

Washington, DC 20405 

Re: FAR Case 91-13 

Gentlemen: " . 

We are just in receipt of a proposed rule on the acquisition of services 
from utilities (56 Federal Register 23982). Specifically, GSA is proposing 
at Section 41.007 (j) that the following language be added to all contracts 
between federal facilities and cooperative utilities: 

52.241-13 Capital Credits 

Within 60 days after the close of the contractor's fiscal year, 
the contractor shall furnish to the Contracting Officer, or. the 
designated representative of the Contracting Officer, in writing 
a list of accrued credits by contract number, year, and delivery 
point. Also, the Contractor shall state the amount of capital 
credits to be paid to the Government and the date the payment is 
to be made. 

(c) Upon termination or expiration of this contract, unless the Govern- 
ment directs that unpaid capital credits may be applied to another 
contract, the Contractor shall make payment to the Government for 
the unpaid credits. 



(b) 




We have concern with those two paragraphs. I will try to enumerate our concerns 
below. 

1. A rural electric cooperative usually cannot provide capital credit in- 
formation within 60 days. It takes more time than that to complete an 
audit and an audit is required before assigning capital credits. Fur- 
thermore, the accounting for capital credits takes significant time and, 
therefore, capital credit assignment is usually made sometime after the 
60-day period. We recommiend paragraph (b) be changed to read "In accord- 
ance with the By-Laws of the cooperative, the Contractor shali furnish to 
the Contracting Officer, or the designated represented of the Contracting 
Officer, in writing a list of accrued credits." 

Rural electric cooperatives generally retain capital credits for a period 
of ten to forty years. Since funding from REA is being reduced, rural 
electrics are being called upon to increase their equity position. The 
only way to increase equity position is through retaining of capital credits. 
Furthermore, cooperatives do not know when capital credits will be refunded. 
It depends upon the financial strength of the utility. Your proposed wording 
in paragraph (b) Indicates the Contractor shall state to the Government the 
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date payment is to be made. As stated above, this is almost impossible. 
Furthermore, in paragraph (c) it indicates that upon termination or ex- 
piration of the contract, the Contractor shall make payment to the 
Government for unpaid credits. This, as I state above, is almost im- 
possible and should the rural electric make a special provision to the 
Government, it would be discriminatory and the rural electric would 
need to make payment to all customers. We recommend deletion of para- 
graph (c). 



* I hope this information is valuable to you. If we can be of further assistance, 
please let us know. 




Manager 



KW/tl 



cc: Michael Oldak, 'NRECA 
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Washington, DC 20405 



RE: FAR CASE 91-13 WRITTEN COMMENTS 
Federal Acquisition Regulation 
Acquisition of Utility Services 
48 CFR Parts 6, 8, 15, 41 and 52 
Proposed Rule as PubUshed 5/24/91 
Federal Register, VoL 56, No. 101 



Dear Secretariat: 



Adams Electric Cooperative, Inc. (AEC) is an electric distribution cooperative providing electric 
service to approximately 22,000 accounts in the rural areas of Adams, Yorlc, Cumberland, and 
Franklin counties in South-Central Pennsylvania. As such, AEC provides electric service to at least 
five federal agency accounts and may have an opportunity to serve additional accounts in the future. 

AEC has reviewed the above referenced proposed rulemaking and is providing written comments 
herein on the following Parts and Subparts: 

Part 52>241-13 Capital Credits 

Subpart (a) : Cooperative bylaws typically state that a cooperative is "obligated to pay b^^ 
credits to a capital account for each patron" rather than the propsoed language which states "the 
obligation of the Contractor (Cooperative) to pay capital credits". The first quotation implies 
an assignment or aUocanon process whereas the second quotation, as contained in the proposed 
rule, appears to denote an actual physical cash payment to the member. 

Normally, a cooperative "allocates" its margin from operations for the prior fiscal year to all of 
the consumers based on their usage of electricity or patronage during the prior year. This 
allocation of patronage capital or "capital credits" is accumulated to any balance remaining from 
prior years. As financial conditions permit and upon the discretion of the Cooperative board 
of directors (as granted in the bylaws), a periodic "retirement" of a portion of the accumulated 
patronage capital is made to members in cash. 
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A£C recommends that Subpart (a) be amended to only read: 

"The Government is a member of _____ , and as any other member, is 
entitled to capital credits consistent with the bylaws of the cooperative/' 

Subpart (b) : Cooperatives are subject to annual CPA Audit requirements within 90 days after 
closing of their fiscal year pursuant to Rural Electrification Administration federal agency 
requirements. "Allocation" of the prior year margin does not occur until after the Audit has 
taken place. 

AEG recommends that the references to the "60 days" notification requirement and the "accrued" 
credits language be stricken. The 60-day term is inconsistent with other primary federal agency 
jurisdiction and the term "accrued" can be pFoblemarical due to similar capital credit "allocation" 
processes occurring from other associated organizations to the distribution cobperarive at 
different tiroes during a year^ To try to accrue such partial year allocations for associated 
organizations in order to comply with the proposed language would be fraught with difficulty, 
uncertainty, and future adjustments. 

The last sentence in Subpart (b) also appears to confuse the "allocation" and "retirement" 
processes as highlighted in Subpan (a) comments above. 

AEG recommends that Subpart (b) be amended to only read: 

"The Cooperative shall fumish notification to the Contracting Officer, or the 
designated representative of the Contracting Officer, of any such capital credits 
in a manner consistent with its bylaws notification for all members of the 
Cooperative." 

Subpart (c): While cooperatives probably would be able to acconmiodate the assignment of 
capital credits to another account, there are no provisions for making lump sum payment to the 
Government for unpaid capital credits if an account is terminated- Such a lump sum payment 
of unpaid capital credits would cunendy be considered as preferential treatment by die federal 
agency, the Rural Electrification Administration. 

AEG reconmiends that Subpart (c) be amended to only read: 

"If the contraa account with the cooperative is terminated, the cooperative shall 
be notified as to the proper mailing address for any future payments of unpaid 
capital credits." 

Subpart fd): The wording "certified check" should be changed to "check or other satisfactory 
means, Le., bill credit". Other payment terms shdlild be consistent with the majority of non- 
federal agency members. To request the use of certified checks for a few federal agencies is 
an unnecessary burden to the other non-federal agency members who will incur the cost for 
preferential treatment for the Government and do nqt request similarly certified checks. The 
"certified" requirement is considered to be overly onerous in considering that nearly all 
cooperatives have been in existence for 50 years or more and possess excellent credit 
experience. 



AEC recommends that Subpart (d) be amended to only read: 

'Tayment of capital credits will be made by check, bill credit, or other satisfactory 
means. If a check is issued, it should be payable to the Treasurer of the United 

States and forwarded to the Contracting Officer at , unless otherwise 

directed by the Contracting Officer in writing. Other capital credits terms and 
conditions shall be in accordance with the bylaws of the Cooperative." 

Part 52.241-8 Connection Charges 

Subpart (c): AEC utilizes the standard Agreement for Electric Service as developed for 
cooperative use by the federal agency, the Rural Electrification Administration. To the extent 
that language appears to be inconsistent between the proposed rulemaking and the current 
Agreement for Electric Service, AEC reconmiends diat the two federal agencies strive for 
uniformity in such agreements for electric service. 

On behalf of Adams Electric Cooperative, Inc., I appreciate the opportunity to provide input into die 
proposed rulemaking prior to its adoption. I am also available to discuss any of the written comments 
contained in this leuer should you so desire. 

Sincerely, 

A. Daniel Murray 
General Manager 
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Gentlemen: 

We wish to comment on GSA proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982 at section 41.007(j). 

We are particularly dissatisfied with paragraphs (b) and (c) of 
52241-13 Capital Credits, 

Paragraph (b): Equity is not computed and allocated until the 
Cooperative's audit has been approved by REA, and that audit is not 
due until 90 days after the close of the fiscal year, and takes another 
month or so for REA in Washington, DC, to give their approval. Also, the 
Bylaws of our Cooperative state that payment of equity is determined by 
the Board of Directors at it's discretion, and payment date cannot be 
set at the time the equity is earned. 

Paragraph (c): Capital Credits are not paid out of normal date of 
retirement, so could not be paid when a contract is terminated. 

Paragraph (d) would be a bookkeeping burden as we do not pay 
equity by contract number but by member number, and our Bylaws allow 
one membership to be issued per entity. Also we are not able to 
distinguish whether this is final payment of the equity at the time 
the check is made out. 

Please consider our comments on these matters. 



Very truly, yours. 



COLUMBIA RURAL ELECTRIC ASSN. INC. 
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FARMERS' ELECTRIC COOPERATIVE, INC. 
OF NEW MEXICO 

3701 THORNTON ST.. P.O. BOX 550. CLOVIS. NEW MEXICO 88101 
TEL ••505) 762-^466 
FAX 505) 769-2118 
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General Services Administration 
FAR Secretariat ( VRS ) 
18th and F Streets, N. W. , Room 4041 
Washington, D. C. 20405 

Re: FAR Case 91-13 

Dear Sirs: 

I have been directed to comment on FAR Case 91-13 by the Board of 
Trustees of Farmers' Electric Cooperative, Inc., Of New Mexico. 
My comments will be confined to 52.241-13 Capital Credits. 

This proposed regulation will have a profound effect on all 
electric and telephone cooperatives. Although sub part (a) says 
the Government "is entitled to capital credit payments consistent 
with the bylaws of the cooperative," sub parts (B) and (c) are in 
direct conflict with the bylaws of most or all such cooperative 
utilities. 

The prepayment of these capital credits is not allowed to any 
businesses, and would cause an undue hardship if any business or 
Government agency could request payment when service at a 
particular location was terminated or merely changed ownership. 

The retention of capital credits is one of the key sources of 

financing new facilities. Much of this comes from businesses and 

Government agencies which frequently terminate their service 
agreements when their need for utility service ends. 

Additionally, capital credits are essentially the only equity that 
a cooperative maintains. The erosion of this equity by not being 
allowed to retain capital credits according to its bylaws will 
lead to financial deficiencies. This will cause higher utility 
rates and increased needs for borrowed money at higher interest 
rates* 

52.241-13, Capital Credits, will cause an undue hardship on all 
rural utilities and should be deleted from FAR Case 91-13. 

•» 

Sincerely, 

Clifford G. Stewart 
Executive Vice President 
and General Manager 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W.. Room 4041 
Washington » D. C. 20405 

Reference: FAR Case 91-13 

Dear Sir: 

Thank you for the opportunity to comment on the proposed rule on the 
acquisition of services from utilities. 

As a cooperative we are very proud to be able to repay capital credits. 
However, paying capital credits is an option that we may not always have. 
Whether or not to pay capital credits has always been a decision made by the 
local board of directors on an annual ba:sis. As available capital becomes more 
and more uncertain, cooperatives may be compelled to forego or suspend the 
return, of capital credits. 

It would be very unfair and completely against the cooperative philosophy to be 
forced to treat one class of customer, i.e. "Govt" different from other 
members. This rule as it is proposed could (1) increase costs of capital to 
cooperatives; (2) decrease creditability and public relations; and (3) could very 
well jeopardize the tax exempt status of the cooperative. 

Any special treatment of capital credits could and aiijuld be negotiated into 
each individual contract. 

Yours truly, 

HABERSHAM ELECTRIC MEMBERSHIP CORPORATION 

William E. Canup • 
General Manager 

WEC/ej 



JUL 2 5 



BALTIMORE 
GAS AND 
ELECTRIC 



CHARLES CENTER • P.O. BOX 1475 • BALTIMORE. MARYLAND 21203-1475 

jL W DAVIS 

11 234-5609 July 23, 1991 . 



CERTIFIED MAIL 

General Services Administration 
FAR Secretariat (VRS) 
Room 4041 

18th and F Streets, N.W. 
Washington, DC 20405 

Re: FAR Case 91-13 

Federal Acquisition Regulation; 
Acquisition of Utility Services 

Dear Sirs: 

In accordance with the Notice of Proposed Rulemaking 
published in the Federal Register of May 24, 1991, Baltimore Gas 
and Electric Company ("BG&E") submits the following comments 
regarding the proposed rules on acquisition of utility services. 

I. 

As a preliminary matter, BG&E will describe its 
interest in this rulemaking. 

BG&E is an investor-owned public utility engaged 
primarily in the business of producing, purchasing and selling 
electricity and purchasing, selling and transporting natural gas. 
BG&E's utility service area includes Baltimore City and all or 
part of nine Central Maryland counties. BG&E supplies 
electricity to over one million customers in an area of 
approximately 2,300 square miles with a population of about 2.5 
million residents. BG&E supplies gas to over 500,000 customers 
in an area of approximately 614 square miles with a population of 
about 1.9 million. 

BG&E's utility operations are subject to regulation by 
the Public Service Commission of Maryland. This riBgulation 
includes rates, service, facilities, financial condition, 
capitalization, records, manner of* operation, metering, and 
customer relations. The principles, ' policies and practices which 
BG&E follows are prescribed by Commission Orders, regulations, 
and the Tariff filed with and approved by the Commission. 
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As the foregoing indicates, BG&E is a provider of 
utility services and presently provides gas and electricity to 
those Departments and agencies of the United States Government 
having operations and facilities within BG&E •s service territory. 
As such, BG&E has an interest in this pending rulemaking which is 
directed at adopting rules governing the acquisition of utility 
services such as those supplied by BG&E. 

II. 

BG&E's principal concern relates to the interface 
between the proposed rules and BG&E's Tariff* A "tariff" is the 
public document containing the terms and conditions which govern 
the relationship between the utility and its cuistomers. 
Southwestern Bell Tel. Co. v. State Corp. Comm'n , 664 P. 2d 798, 
800 (Kan. Sup. Ct. 1983). BG&E's Gas Tariff is 50 pages long and 
its Electric Tariff over 70 pages (including schedules and 
riders) . These Tariffs cover the entire spectrum of the utility- 
customer relationship including, for example, voltage, supply 
points, metering, customer-furnished versus utility-furnished 
equipment, service extensions, terminations of service and loss 
of service. 

BG&E's Tariffs, thus, cover many of the same subjects 
as the contract clauses in proposed Part 41.007 and 52.241-1 (56 
Fed. Reg. 23986-23990). We have, in fact, compared BG&E's 
Tariffs with the proposed contract clauses and found the 
following proposals to be in conflict with the Tariff: 

Proposed Subject 

52.241-2 (d) Proration of monthly minimum charge 

52. 241-10 (b) 

52.241-4 (a) Facilities provided by utility and 

customer 
Loss or damage to equipment 

52.241-4 (d) Removal of equipment 

52.241-5 (d) Liability for damages 

Bill Adjustment for outages 

52.241-9 Termination liability 

The details of these specific conflicts are not important, since 
every utility has a different Tariff and general rules like these 
could not be expected to resolve all conflicts between the 
proposed contract clauses and hundreds of different utility 
Tariffs in effect in this country. 

The point is that there are going to be conflicts 
between the proposed contract provisions and the utilities' 
tariffs and that there should be a lawful and reasonable rule 
applicable in those circumstances. 
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III, 

This brings us to BG&E's specific concern and objection 
td what is being proposed in this rulemaking. Proposed Part 
52.241-1 Conflicts reads as follows: 

To the extent of any inconsistency between the terms of 
this contract (including the specifications) and any 
rate schedule, rider, or exhibit incorporated in this 
contract by reference or otherwise, or any of the 
Contractor's rules and regulations, the terms of this 
contract shall control. 

There is no specific reference to the tariff but it is assumed 
that the intent is to include the tariff within the term 
''Contractor's rules and regulations." This construction seems 
reasonable, since rate schedules and riders are parts of 
utilities' tariffs. Thus, this proposed rule essentially states 
that, in any conflict between the terms of the utility's tariff 
and the terms of the utility-government contract, the contract 
supersedes the tariff. We object to this resolution of the 
conflict situation and submit that it is contrary to law and 
unreasonable. There are three reasons for this conclusion. 

(1) 

First, proposed Part 52.241-1 seems to be in conflict 
with Section 8093 of the Department of Defense Appropriations Act 
of 1988, Public Law 100-202, which is referred to in the Notice 
of Rulemaking itself at 56 Fed. Reg 23984. In pertinent part. 
Section 8093 provides as follows: 

Sec. 8093. None of the funds appropriated or made 
available by this or any other Act with respect to any 
fiscal year may be used by any Department, agency, or 
instrumentality of the United States to purchase 
electricity in a manner inconsistent with State law 
governing the provision of electric utility service, 
including State utility commission rulings and electric 
utility franchises or service territories established 
pursuant to State statute. State regulation, or State- 
approved territorial agreements. 

In our view, BG^&E's tariff is a product of the "State 
regulation" referred to in the statute. The tariff is proposed 
by the utility but then submitted to the Commission for review 
and approval and is subject to change by the Commission. We 
would submit that purchasing electricity pursuant to the contract 
clauses in proposed Part 52.241, whiGh we pointed out above are 
in conflict with BG&E's Tariff, is. directly inconsistent with 
State law and, therefore, contrary to the intent of Section 8093. 
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(2) 

Second, proposed Part 52.241-1 seems to be premiseci on 
a distinction between the "Contractor's [i.e., utility's] rules 
and regulations", which are subject to being superseded by the 
utility-government contract, and State rules and regulations, 
which are not. This fails to recognize that 

tariffs filed with a state regulatory agency, such as 
the PUC, are not mere contracts but have the force of 
law and are binding on the consumer and the 
utility. . . . (citation omitted) 

Stiteler v. Bell Tel. Co. , 379 A. 2d 339, 341 (Pa. Cmwlth Ct. 
1977) . Accord: Application of Bo ro ugh of Saddle River / 3 62 A. 
2d 552, 560 (N.J. Sup. Ct. 1976); Illinois Central Gulf R.R. Co. 
V. Sankev Bros., Inc. . 384 N.E. 2d 543 (111. App. Ct. 1978). 

As these cases recognize, the utility's tariff is 
applicable to all customers alike and is thereby intended to 
prevent prohibited discrimination among customers. See, e.g.. 
Annotated Code of Maryland . Art. 78, Section 26. 

Accordingly, BG&E believes that proposed Part 52.241-1 
fails to recognize the legal force of duly-filed and Commission- 
approved tariffs. 

(3) 

Lastly, the proposed contract clauses in Part 52.241-1 
et seq. would enable the Federal agency in question (whichever 
one is negotiating the contract) to dictate the terms of the 
utility's providing it with service. With the obvious exception 
of national security factors, the Federal Government, as a 
utility customer, is no different from any other large customer 
of BG&E. However, none of the conflicts between the Tariff and 
proposed Part 52.241 appear to relate to national security. 
Hence, there is no reason for special rules to apply to the 
Federal Government and the Tariff to apply to all other 
customers. Such a situation would create practical problems, 
with the utility's representatives having to apply a wholly 
different set of rules to service locations serving the Federal 
Government • 

It would also probably require Commission approval for 
BG&E to enter into contracts with the Federal Government which 
conflict with the terms and conditions found in BG&E's Tariff. 

IV. 

For the foregoing reasons, BG&E requests that proposed 
Part 52.241-1 be revised to read as follows: 



To the extent of any inconsistency between the 
terms of this contract (including the specifications) 
and the terms and conditions (including any rate 
schedules, riders or exhibits) of the Contractor's 
Tariff duly-filed with the State regulatory agency, the 
terms of the Tariff shall control. 



V. 



In addition to those proposed contract clauses which 
conflict with BG&E's Tariffs, there are certain proposed clauses 
which conflict with the regulations adopted by the Maryland 
Public Service Commission or with Maryland statutory law. They 
are as follows: 

Proposed Subject 

52* 241-4 (b) Taxes 



52-241-5(a) 

52.241-5(a) , (b)2, (b)3 
52.241(b) 



Fast/slow meter bill adjustment 
Percent meter error 
Meter tests 



The reference to Section 8093 of the Department of 
Defense Appropriation Act of 1988, Public Law 100-202, in 
proposed Part 41.004-1 (56 Fed. Reg. 23984) implies that contract 
clauses which are inconsistent with state utility law are not to 
be included in contracts. However, since the Act refers only to 
the purchase of electricity and not other utilities like gas, 
there is some ambiguity. Moreover, the fact that the point is 
not explicitly stated in the FAR may leave contracting officers 
unsure of what to do in such cases. 

Accordingly, BG&E requests that a new subparagraph (k) 
be added at the end of Part 41.007 reading as follows: 

(k) No contracting officer shall insert any clause 
prescribed in 52.241-1 through 52.241-13 which any 
utility supplier shows to be inconsistent with 
state law (including statutes or administrative 
regulations) governing the providing of the 
particular utility service or the matter which is 
the subject of the clause. 

We appreciate your consideration of BG&E's comments. 

yery truly yours. 



PWD : dar 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, RW., Room 4041 
Washington, D. C 20405 

RE: Comments on Proposed Regulations, 5 U.S.C 610 (FAR Case 91-13) 
Gentlemen: 

The Walton Electric Membership Corporation (Walton EMC) 2q)prcciates the 
opportunity to comment on the above referenced proposed regulation which will have an 
adverse impact on fbture costs for electric service and will impair the ability of small 
cooperatively owned utilides to compete with krge publicly held utilities. 

The General Services Administration proposed rule on the acquisition of services 
from utilities (56 Federal Register 2982), section 4L007(j) proposes language to be added 
to all contracts between Federal facilities and utilities. Section 52,241-13, Capital Credits, 
includes language applicable only to cooperative utilities, all of which are small businesses. 
This section is particularly troubling to us as it would mandate provisions which are 
prohibited by our by-laws, Georgia state statue, and would increase cost of electric service. 

Section 52.241-13 (a) which provides that "The Govemment....is entitied to 
capital credits consistent with the by-laws of the cooperative, which states the obligation of 
the (Contractor to pay capital credits and which specifies the method and time of payment," 
is sufficient language to protect the government's interest in capital credits of any 
cooperative of which it is a member. Sections 52.241- 13(b)-(d), however, demand actions 
which are contrary to the Walton EMC by-laws and are therefwe inconsistent witii section 
52.241-13(a). Furtiiermore, these sections would mandate tiiat the government be treated 
as a privileged class of customer, which would be unfair to the otiier cooperative memben 
and inconsistent with the requirements of the Internal Revenue Service for 501(c)(12) 
cooperatives. 
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Section 52-24 1-1 3(b) requires that 'Within 60 days after the close of the 
Contractor's fiscal year, the Contractor shall furnish to the Contracting Officer.. .in writing 
a list of accrued credits by contract number, year, and delivery point...." This information 
is not readily available on the type of computer systems that cooperative's generally have. 
Cooperatives generally cannot afford in-house programmers or the type of custom designed 
software that can extract such specific information. In order to keep costs down, we 
process all accounts in the same manner and notify members of the assignment of capital 
credits through the use of our monthly every-member newsletter. This method is approved 
by the Intonal Revenue Service. To provide the detailed information required by the 
proposed regulation would be time consuming and cosdy. Since our rates are cost based 
by class of service, the addition of these administrative costs could justify declaring service 
to federal installations as a separate class of service with the additional cost included in the 
government rate* 

Section 52.241-13(b) further stipulates that " die Contractor shall state the 

amount of capital credits to be paid to the Government and the date the payment is to be 
made." As a borrower from the Rural Electrification Administration (REA), Walton EMC 
is required to adhere to RE A policies, in general, and in regard to capital credits in 
particular. The REA restricts capital credit retirements within certain parameters and 
requires that capital credit retirements be made only when such retirements would not 
impair the financial stability of the borrower. Capital credits are generally retained for a 
period of ten to twenty years, at which time a detemiination is made as to which amounts 
will be retired; therefore it would not be possible to state the date payment will be made 
until such determination is made. 

Section S2.241«13(c) states "Upon termination or expiration of this contract the 

Contractor shall make payment to the Government for the unpaid credits" The Walton 
EMC by-laws, in accordance witii REA policies, permit the payment of capital credits only 
when a general refund is declared or when the payment is to the estate of a deceased 
member. We do not make payments of capital credits to any member upon termination of 
membership. Walton EMC by-laws and the "Georgia Electric Membership Corporation 
Act" (Ga. L. 1937, p. 644, § 1; Code 1933. §34.C 101, enacted by Ga. L. 1981, p. 1587, 
§ 1.) provide that refunds of capital credits may be made only to estates of deceased natural 

pgrsons. 

Section 52.241-13(d) which requires payment by certified check and odier 
information that is not provided to all other customers would also increase administrative 
costs out of proportion to the benefit received to the government Capital credit checks are 
generated by computer and processed for mailing by a mailing service. We do not have the 
custom software that would allow us to run the governments checks as a separate batch. 
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Section 52,24 1-8 Connection Charge, sets out ptwedures which would be a 
significant problem to Walton EMC as it also requires that the government be treated as a 
privileged class of customer. Walton EMCs Service Rules and Regulations provide that 
the cooperative will provide certain facilities to all new consumers. Hdwever, when the 
customer requires service different from or in addition to that provided, the customer is 
required to pay a non-refundable contribution in aid of construction. Walton EMCs retail 
rates are based on the premise that the cooperative will not include the cost of such special 
requirements in the retail rates. If the cooperative is required to refund such service 
connection charges to the govermnent, retail rates would be inherendy unfair unless the 
government were treated as a separate class of customer and the amortization of the 
connection charges recovered in the rates. 

In conclusion, Walton EMC would like to comment on the "Supplementary 
Information"providedin the discussion of the proposed rule. PartB. Regulatory 
Flexibility Act states 'The proposed rule is not expected to have a significant economic 
impact on a substantial number of small entities within the meaning of the Regulatory 
Flexibility Act, S U.S.C. 601, s t seq., because most public utility companies are 
not small business*** (emphasis added) If one considers only the number of business 
entities affected by the proposed regulation, the vast majority would fall in the small 
business category. In Georgia there are 43 cooperative electric utilities and an 
approximately equal numb^ of small municipal systems and only one " large" electric 
utility. There are also numerous small telephone systems. 

Walton EMC feels strongly that sections 52.241.13(b)-(d) and 52.241-8 should be 
deleted from the final approved regulations. Thank you for providing this opportunity for 
our conunents. 



Sincerely, 




T. Wayne Brown 
General Manager 
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East Central Electric Association 

■ 412 North Main 
Braham. Minnesota 55006-0039 



July 23, 1991 





General Services Administration 
FAR Secretariat 

18th and F Street Room 4041 

Washington D.C- 20405 

RE: FAR Case 93-13, Section 41.007(j) 

Dear Sirs: 

We are writing in response to FAR Case 93-1 3, specifically 
section 41.007(j), that deals with the capital credits of 
cooperative utilities that serve the government. We are a 
rural electric cooperative established in 1936. 

We agree that if we are providing electric service to the 
government at the same rates as other members, then the 
government is a member of the cooperative and is entitled to 
the same rights as all other members under the bylaws of the 
cooperative. However, we feel that the language of 52.241- 
13 paragraphs (a) through (d) would grant the government 
special consideration and result in considerable extra 
expense to the cooperatives and their members . We do not 
feel that this is appropriate. The requirements may, in 
fact, be in violation of the bylaws of the cooperatives and 
the mortgage agreements between the cooperatives and the 
Rural Electrification Administration. 

Paragraph (a) states that the time of payment of capital 
credits be specified in the bylaws of the cooperative and 
paragraph (b) states that the time and method of payment be 
specified in the notice of capital credits earned sent to 
the government. Retirement (payment) of capital credits 
depends upon the financial, condition of the cooperative. It 
would not be in the best interest of the members to specify 
the time of payment when capital credits are allocated. The 
actual amount to be retired each year is authorized by our 
board of directors annually at the time they are retired. 

The requirement in paragraph (b) that the government be 
notified within 60 days of the end of the cooperatives' 
year-end of the capital credits earned for the year would 
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put an undue hardship on the cooperatives. It is a very 
time consuming process to determine the capital credits for 
each member. This is normally not completed until nearly 
180 days after year-end. Since in our case they are not 
retired for several years ( 1 5 at present), what difference 
could a few days make for allocation notification? 

The requirement in paragraph (c) that the cooperative retire 
all capital credits earned when the government ceases to be 
a member is not allowed by our bylaws. All members must 
wait until the capital credits for a given year are retired 
in normal rotation which presently is 1 5 years after they 
are allocated. . Only estates of deceased members are given 
the option of early retirement, and then the capital credits 
are discounted at a rate set by the board of directors to 
allow for the early retirement. 

We do not believe that the requirement in paragraph (d) that 
the government be paid by certified check is reasonable. In 
our case all capital credits are paid by a computer prepared 
check. In order to issue a certified check to the 
government, we would have to void the computer prepared 
check and have our bank prepare a certified check to replace 
it. This again would result in additional time and expense 
that we do not regard as necessary. 

In conclusion, we see no justification for the above 
proposed rules. At present the government is treated just 
as any other member, and these rules would grant special 
considera.tion to the government at the expense of all other 
members. 

Thank you for your consideration. 
Sincerely, 

EAST CENTRAL ELECTRIC ASSOCIATION 
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Transmitted By Hand Delivery 

Ms. Beverly Fayson 

General Services Administration 

FAR Secretariat (VRS) 

18th & F Streets, N.W. 

Room 4041 

Washington, D.C. 20405 

Re: FAR Case 91-13: Proposed Federal Acquisition Regulations For 
the Acquisition of Utility Services 

Dear Ms. Fayson: 

On behalf of Central and South West Corporation, a public utility 
holding company, and its electric utility operating companies. Central Power and 
Light Company, Public Service Company of Oklahoma, Southwestern Electric Power 
Company, and West Texas Utilities Company, we wish to record our support of the 
comments filed by the Edison Electric Institute. 



Sincerely yours. 
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July 25, 1991 I ' 



wm be ia d Ouf t,Lv''h "''k" ^^^^'•'^^/^ « sole discretion when capital credits 
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. 52.241-13 (c). 
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AS Stated earlier, it would mean that we would huv* *u creo"s. 
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52.241-13 (d). 

Sincerely, 

Harold B. Smith 
General Manager . 

HBS;kb 

cc: Senator Sam Nunn 

Congressman Richard .Ray 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N. W. 
Washington, D. C. 20405 

AcS^nTf ?f?f>'*« ^^^^'"^ Acquisition Regulation: 
/.^^^ - ®^ Utility Services, S6 Federal Reffistar 22989 
(May 24, 1991) (FAR Case 91-13) 23982 

Dear Sir or Madam: 

We understand that this comment was due on or before jmv 9^ looi . ^ 

for fUing two days late: however w* a^iT tL* , ^ ^® apologize 

considerltion in the formJiatTorof {he fSiafr^^^ ^^^^ ^""^ ^^^P^"^^ into 
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Of those installations are typically??r ^y^Ocd^^^^^^^^ 

S^^TvrioVeotTo^^^^^^^ credits, paragraphs (b), (c) and 

52.241-13(5). 
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and unreasonable. At oresent th# i^^. <^*y requirement impossible 
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furnish every member, including thf uSed LTes ctl^^^^^ currently 

a formula, once the audit Is aSroved of the «m«,?nt T "^f ^""^^ -^i^h 
their accounts based on theS Xe during the ytir^^T^ "f*^^?" 
with the directions and procedur^ oflSI '^X^Z'^l^lr'^^^^^ 




Edward Loed 

General Services Administration 
Far Secretariat (VRS) 
18th & F Streets. N. W., Room 4041 
Washington DC 20405 

Reference: FAR CASE 91-13 

Dear Mr. Loed: 

The National Rural Electric Cooperative Association, of which we are a member, 
requested our review and response to Far Case 91-13. We apologize for missing 
the July 23 deadline but would appreciate your consideration of our comments. 

Section 4 1 .007(j), proposed a contract clause addressing capital credits for federal 
facilities who are members of cooperatives. Paragraphs (b) and (c), under 52.241- 
13 Capital Credits , would present Homer Electric Association with two problems. 
Paragraph (b) would not allow HEA enough time to complete its year end audit. 
Capital credits may not be allocated until the fiscal year's margins have become 
official. Paragraph (c) presents an insurmountable problem. Capital credits are 
paid only in accordance with the corporate by-laws. This is a twenty year 
rotation. Obviously paragraph (c) is in direct conflict with paragraph (a) under the 
same heading. The Federal facility would not be able to become a member in the 
first place without agreeing to abide by the cooperative's by-laws. 

Thank you for your consideration. 




General Manager 

FARCASE:NLS:RE.jb 
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Lynches River Hectiic Cooperative, Inc 

July 18, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W., Room 4041 
Washington, D. C. 20405 

Re: FAR Case 91.13, Paragraph 52.241-13 

Gentlemen: 

The bylaws of our cooperative are not specific 
concerning the payment of capital credits. They 
permit our Board of Trustees to determine if and when 
and how the payments are to be made. The Trustees' 
decision depends on the financial condition of the 
cooperative. 

Our cooperative does not allocate capital credits 
within 60 days after the close of the fiscal year. We 
do it within a reasonable time. This year, it was 
within about 180 days. 

Please do not make a government regulation that will 
require us to change our bylaws concerning the payment 
of capital credits. 

Sincerely, 

Earl L. Belcher, Jr. 
General Manager 

bcs 
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Central Clectric Fbuucr Cooperative, Inc. 
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General Services Administration, 
FAR Secretariat {VRS> 
18th and F Streets, N.wl 
Room 4041 

Washington, DC 20405 

RE: S.C. 50 Santee 
FAR Case 91-13 

Proposed Rule Making at 48 CFR Parts 6, 8, 15, 41 and 52 
Federal Acquisition Regulation; Acquisition of 
Utility Services. 

Dear Sir: 

Enclosed please find the original and three copies of the 
Comment by Central Electric Power Cooperative, Inc. regarding 
the above-referenced proposed rule-making. 

Sincerely, 



C. Pincletley Roberts 
Senior Vice President & 
General Counsel 

dsk 

Enclosure 

c/ Electric Cooperatives of South Carolina 

National Rural Electric Cooperative Association 
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DEPARTMENT OF DEFENSE, GENERAL SERVICES ADMINISTRATION 

and 

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 

Comments of Central Electric Power Cooperative, Inc. 
(South Carolina SO Santee) 
on the 

May 24, 1991 Proposed Rule-Making 
at 

48 CFR Parts 6, 8, 15, 41 and 52 
(FAR Case 9M3) 

Federal Acquisition Regulation; Acquisition of Utility Services 



Central Electric Power Cooperative, Inc. ("Central") hereby files these comments to the 
General. Services Administration (GSA) relative to the May 24, 1991 publication^ of the proposed 
rule-making, FAR Case 91-13, which is a rewrite of the existing FAR coverage at 48 CFR Parts 6, 
8, 15, 41 and 52, a3 follows: 

INTRODUCTION AND CENTRAL BACKGROUND 

1. All communications concerning these comments by Central should be addressed as 

follows: 

C. Pinckney Roberts 

Senior Vice President & General Counsel 
Central Electric Power Cooperative, Inc. 
P. O. Box 1455 

Columbia, South Carolina 292Q2 

2. Central Electric Power Cooperative, Inc. is a G&T electric cooperative corporation 
organized and existing under the laws of the State of South Carolina. Its corporate members 
(owners) consist of fifteen distribution electric cooperatives serving approximately two-thirds of 
the State of South Carolina. 



' 56 Fed. Reg. 23982 

I 
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COMMENTS ON PROPOSED RULEMAKING AT 
48 CFR PARTS 6. 8. IS. 41, AND 52 

3. The proposed rewrite of the existing FAR coverage dealing with utility services is 
intended to establish uniform utility coverage in the FAR among all executive agencies, the 
Department of Defense in the past having been exempt Central supports the general concept of 
uniformity among federal agencies. 

4. Central agrees with that portion of the proposed rule-making that restricts the use of 
appropriated funds by any department agency or instrumentality of the United States in 
accordance with the Department of Defense Appropriations Act of 1988, Public Law 100-202. 
This law generally prohibits the purchase of electricity in a manner inconsistent with State law 
governing the provision of electric utility service, including State utility commission rulings and 
electric utility franchises or service territories established pursuant to State statute, State 
regulation or State-approved territorial agreements. State policy precluding wasteful duplication 
of electric facilities should not be overridden by federal law merely to serve the "local** federal 
interest 

5. Section 41.004-5(b)(7). Central disagrees with the requirement in 41.004.5(b)(7) for 
the contract office to document the contract file with the utility's willingness to wheel or 
othexwise transport utility service. Presently federal law restricts requirements to wheel to a 
narrow set of circumstances. Since the Federal Courts have refused to mandate universal 
wheeling, these proposed regulations should not, under the guise of documenting the file, attempt 
to do what the Federal Courts have refused to do. The willingn^ of a utility to wheel should be 
given no weight in awarding the contract Therefore there is no need to document the file and 
this provision should be omitted from the proposed regulations. 
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6, Section 4h002-2(b). The words ''regulated supplier" should be clearly defined in the 
Definitions sections in order to avoid any possible confusion. 

7, Section 52-241-5(d)(2). None of the contracts between Central and its other 
consumers contains a provision for an adjustment in the monthly billing due to the inability of the 
consumer to operate the service location for causes beyond its control (other than in accordance 
with a rate schedule under which Central purchases the applicable increment of power &om its 
wholesale supplier). For this reason Central is opposed to this provision being required in federal 
contracts for electric utility service. 

8. Section 52.241.13(b)(c)and (d). Since subsection (a) of 52.241-13 states that the 
Government is a member of the Cooperative, the Government should abide by all the by-laws of 
the Cooperative. Subsections (b), (c) and (d) relate to subjects covered by the cooperative's 
bylaws and REA regulations and should be omitted If the provisions of subsections (b), (c) and 
(d) conform to the bylaws, these subsections are redundant; if they differ, the Government 
becomes a ^'special'* member, unnecessarily creating significant problems for the Cooperative. 
Thus subsections (b), (c) and (d) of section 52.241-13 should be omitted from the final 
regulations. 

9. Section 52.241*13(b). If subsections (b), (c) and (d) are not omitted as suggested in 
paragraph 8 above, the following specific conmients apply. Subsection (b) would appear to 
require that the contracting electric cooperative agree to make payment of capital credits on a 
certain date to be stated by the Contractor. Under standard, REA-approved bylaws of rural 
electric cooperatives, capital credits are allocated annually by member and each member is 
notified of the amount of its capital credit allocation. In the event a member has more than one 
service location the allocation is broken down by service location. Therefore, the information 
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requested in the first sentence of this subsection is already provided to all consumers, but 
generally not within 60 days. The time requirement should be omitted. 

However, this subsection places an additional requirement on electric cooperatives which 
is contrary to existing standard bylaws and REA mortgage requirements and could result in 
discriminatory treatment of other consumers vis-a-vis the Government as a consumer. The 
payment (as opposed to the allocation) of capital credits is subject to the approval of the board of 
trustees of the electric cooperative and the consent of REA, and is based upon a number of 
factors, including the cash condition of the cooperative at the time of payment. Most electric 
cooperatives pay capital credits on a first-m, first-out basis with a ten to fifteen year lag time. 
Some cooperatives use a combination of first-in, first-out and last-m, first-out so as to pay a 
portion of the capital credits based on the current year's sales. It may not be legally possible, and 
it certainly would not be wise, for the cooperative to contract to pay capital credits on a specific 
date to the Government If it did so, its payment schedule would probably have to be made 
applicable to all consumers in order to avoid discriminatory treatment of any consumer. 
Furthermore, REA might refuse to agree to such a contractual provision, thereby putting electric 
cooperatives at a competitive disadvantage in supplying electricity to Government purchasers. 

The electric cooperative incorporation statutes of the various States and provisions of the 
Internal Revenue Code and IRS Regulations recognize the need for a nonprofit, non-stock 
consumer-owned corporation to accumulate patronage capital through the retention of excess 
earnings. No business can accurately predict its need for such retained capital for years into the 
future. To require the cooperative to commit to that which It cannot foresee would be folly for 
the electric cooperative and all of its consumers. If, on the other hand, the proposed regulatory 
language can be complied with merely by stating that capital credits will be paid Vhen the board 
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of trustees so directs, subject to the approval of REA," the regulation is unnecessary because the 
bylaws adequately cover the matter. The second sentence of this section should be omitted from 
the final regulations. 

10. Section 52.241-13(e). While cooperative bylaws sometunes permit the unmediate 
payment of capital credits to decedent's estates, the Government's proposed requirement is 
different Since it is indistinguishable from paying any consumer (individual or corporate) its . 
capital credits upon mere termination of service, non-discrimination toward the other consumers 
would require the cooperative to significantly change its method of paying capital credits in order 
to do business with the Government. 

For the above reasons and those stated in paragraphs 8 and 9 above, this subsection 
should be omitted from the final regulations. 

Respectfully Submitted, 

CEhrmAL Ei^cniuc POWER COOPERATIVE, mc^ 




Patrick T. Allen 

Executive Vice President & General Manager 

Columbia, S.C. 
July 23, 1991 




Kansas Electric Cooperatives, Inc. 



MAIUNG ADDRESS I 

P. O. Box 4267 j 
bpeka, Kansas 66604-0267 ; 

Phone (913) 478-4554 
Fax (913) 478-4852 

Lester L Murphy, Jr. j 
Executive Vice President | 




Statewide Office at 7332 SW 21st Street, Topeka, Kansas 6661 5 



July 22, 1991 




1NEMBER COOPERATIVES 

Alfalfa REC. Cherokee. OK 
Ark Valley REC. Hutchinson 
Brown-Atchison REC. Norton 
Buder REC. El Dorado 
C & W REC. aay Center 
Caney Valley REC. Cedar Vale 
CMS REC. Meade 
Doniphan REC. Troy 
D. S. & O. REC. Solomon 
Flint Hilts REC. Council Grove 
Jewell-Mitcheit REC. Mankato 
Kaw Valley REC. Topeka 
KEPCo. Topeka 
Lane-Scon REC. Dighton 
davenworth-Jefferson REC. McLouth 
Lyon-Coffey REC, Burlington 
Midwest Energy, Hays 
NCK REC, Belleviile 
Nemaha-Marshall REC. Axteli 
Ninnescah REC. Pratt 
Norton-Oecatur REC. Norton 
Pioneer REC. Ulysses* 
P. R. & W. REC. Wamego 
Radiant REC. Fredonia 
Sedgwick County REC. Cheney 
Sekan REC, Girard 
Smoky Hill REC, Ellsworth 
Sumner-Cowley REC. Wellington 
Sunficwer, Hays 
Twin Valley REC. Altamont 
United REC. Ida 
Victory REC, Dodge City 
Western REC. WaKeeney 
Wheatland REC. Scon City 



General Services Administration 
FAR Secretariat (VRS) . 
18th and F Streets, Room. 4041 

Washington, DC 20405 

Re: FAR Case 91-13; Federal Acquisition Regulation; 
Acquisition of Utility Services 

Dear Secretariat: 

Enclosed for filing in FAR Case 91-13 is an original and 
three copies of comments submitted on behalf of Kansas 
Electric Cooperatives, Inc. (KEC). KEC is the statewide 
service association for the rural electric cooperatives 
operating in the state of Kansas. We would request that 
our comments be considered in your consideration of 
amendments to the FAR concerning acquisition of utility 
services. 

Very truly yours. 




Michael W. 
General Counsel 

jh 

End. 

cc: Lester L. Murphy, Jr. 

Wallace F. Tillman, NRECA 
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FAR Case 91-13 - Federal Acquisition Regulations; 
Acquisition of Utility Services 



Comments Submitted by Kansas Electric Cooperatives/ Inc. 
In Response to Notice of Proposed Rules 
56 Fed. Reg . 23982, May 24, 1991 



Kansas Electric Cooperatives, Inc. 
7332 Southwest 21st Street 
P.O. Box 4267 
Topeka, Kansas 66604 
(913) 478-4554 



FAR Case 91-13 - KEC Comments 



Kansas Electric. Cooperatives (KEC) is the statewide service 
association representing the interests of the rural electric 
cooperatives providing electric service within the state of Kansas. 
Our membership includes thirty-two distribution cooperatives and 
two generation and transmission cooperatives, which together serve 
throughout 80% of the state of Kansas. KEC member cooperatives 
provide retail electric service to numerous federal installations, 
including military bases, Corp of engineer projects, and federally 
owned or operated buildings. The proposed amendments or additions 
to the FAR regarding acquisition of utility services (56 Fed. Reg. 
23982), if adopted, would have a serious adverse economic impact on 
several Kansas rural electric cooperatives. For these reasons, KEC 
is interested in the proposed changes to the FAR. 

Issues 

For the following reasons , KEC opposes the proposed language 
regarding capital credits contained within 52.241-13, Capital 
Credits, specif ically paragraphs (b) and (c). 

1. The language in 52.241-13 (b) and (c), if adopted, may be 
inconsistent with many cooperatives' bylaws by granting the 
government greater rights to the payment of capital credits 
than other Similarly situated members of the cooperative. 

2. The proposed language in 52.241-13 (c) regarding the right to 
payment of capital credits, if adopted and complied with, may 
force many cooperatives to violate terms of the mortgages held 
by the federal government acting through the Department of 
Agriculture and the Rural Electrification Administration, as 
well as jeoparde the cooperative's financial viability. 

Discussion 

1. The language as proposed in 52.241-13 regarding capital 
credits is both inconsistent internally as well as being 
inconsistent with many cooperatives' bylaws. Paragraph 
52.241-13 (a) states that the government, as a member of the 
cooperative, is entitled to capital credits consistent with 
the cooperative's bylaws, the same as any other member. KEC 
would not deny this fact. And, if . the proposed contract 
language were to only contain paragraph ( a ) , we would not be 
writing comments. However, inclusion of paragraphs 52.241-13 
(b) and (c) cause serious concern for KEC as they are both 
inconsistent with paragraph (a) and are inconsistent with many 
cooperatives' bylaws. » 



Paragraph (a) correctly states that the government is a member of 
the cooperative and as such is entitled to the same rights as any 
other member. However, if adopted, paragraphs (b) and (c) would 
entitle the government to additional rights regarding capital 
credits not afforded other similarly situated cooperative members. 

Paragraph ■ (b) requires the following: • 

1. Notice of the government's accrued capital credits 
within sixty days after- the close of the cooperative's 
fiscal year; and 

2. The specific amount of and specific date in which the 
capital credits are to be paid to the government. 

Both requirements go beyond many, if not all, of the cooperatives' 
obligations imposed by the bylaws with regard to notification of 
members' accrued capital credits. Many cooperatives' bylaws are 
quite similar to those proposed by REA and the U.S. Department of 
Agriculture in REA Bulletin 101-5, REA Model Act Bylaws. The 
specific provisions contained within the model bylaws and bylaws of 
many Kansas RECs provide that within a reasonable time after the 
close of the cooperative's fiscal year, the membership will be 
notified and informed of the amount of capital credits being held 
by the cooperative on behalf of each patron. The bylaws, however, 
are silent as to any requirement regarding notification of when the 
credits will be retired. . The model bylaws and the bylaws of many 
Kansas RECs leave it to the discretion of the cooperative's board 
of trustees as to when and how much capital credits will be retired 
and paid out to the cooperative ' s members . This is determined 
after a thorough review of the cooperative's current and future 
financial condition. 

The proposed contract language contained within paragraph (b) 
requires the cooperative to give detailed financial data to the 
government within an arbitrary sixty-day limit. The cooperatives 
are required by REA to have an independent CPA audit conducted at 
the close of each fiscal year. Rarely is that audit conducted and 
a report made to the cooperative within sixty days of the close of 
the fiscal year. In many cases, the independent CPA report is not 
available to the cooperative' until four to six months following the 
close of the cooperative's fiscal year. Requiring the cooperative 
to provide specific capital credit information, including accrued 
credits by contract number, year, and delivery point within a 
sixty-day time limit gofs beyond the capabilities of many systems. 

Paragraph (b) attempts to bind the cooperative by requiring the 
cooperative to inform the government of a date certain when payment 
of the capital credits is to be made. * It would be impossible for 
the cooperative's board, within sixty days after the close of the 
cooperative's fiscal year, to indicate with any degree of 
specificity the amount of capital credits and the date certain that 
they will be retired. 



In many instances^ cooperatives are on a fifteen or twenty-year 
rotation cycle, meaning that capital credits accrued fifteen or 
twenty years ago are being retired with current revenues. An 
economic reality is that the financial condition of any cooperative 
fluctuates from year to year. Hence, the money available to retire 
accrued capital credits will also fluctuate from year to year. By 
.holding the cooperative to a date certain for the payment of 
capital credits long before the cooperative's board can accurately 
make that determination places the government's right to payment 
above all other cooperative consumers, as well as stripping the 
cooperative's board of directors of its authority and discretion as 
prescribed by state law and the cooperative's bylaws. 

2. The proposed language in paragraph (c) regarding the govern^ 
ment's right to payment of capital credits upon termination or 
expiration of the contract, if complied with, may cause the 
cooperative to violate its REA mortgage or even jeopardize the 
cooperative ' s financial condition. 

Finally, we take strong exception to the inclusion of paragraph 
52.241-13 (c) which provides as follows: 

Upon termination or expiration of this contract, unless the 
Government directs that unpaid capital credits are to be 
applied to another contract, the Contractor shall make payment 
to the Government for the unpaid credits. 

This provision clearly places the government's interests and its 
right to demand payment of capital credits above all other 
cooperative consxomers. Currently, when a customer ceases to take 
service from the cooperative, the customer has no right to demand 
payment of capital credits. Current customers which leave the 
cooperative system have no greater right to payment of capital 
credits than do remaining cooperative customers . All customers , 
past or current, are generally paid when the cooperative makes a 
general rotation of capital credits, and not before. 

Cooperatives which have borrowed money from REA have executed a 
standard form mortgage agreement which controls, to a certain 
degree, the cooperative's right to retire capital credits. A 
typical mortgage provides that the cooperative will not, in any one 
year, without the approval of its principal lenders, retire any 
capital credits to its members or consximers if after making the 
distribution the total equity of the cooperative will not equal or 
exceed 40% of its total assets and other debits. 

Many KEC member systems do not currently meet the 40% equity 
requirement necessary to retire capital credits without the 
mortgagor's approval. The inclusion o5 paragraph (c) in a contract 
requiring a cooperative to retire capital credits to the government 
at the conclusion of the contract term, if complied with, would 
cause any cooperative with less than 40% equity to violate its 
mortgage with REA. 
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Additionally, several Kansas cooperatives serve very large federal 
installations which have accrued considerable amounts of capital 
credits during their years of service. If a cooperative were 
required to retire all of these capital credits at one time upon 
the termination of service to the government installation, the 
cooperative in all likelihood would not have the cash available to 
do so. 

Conclusion 

The proposed contract language contained within 52.241-13 (b) and 
(c) grants to the government greater rights than any other 
cooperative member, and if implemented and enforced will have a 
detrimental economic impact on cooperatives providing electric 
service to government installations. We would strongly recommend 
that paragraphs 52.241-13 (b) and (c) be deleted from the proposed 
contract language contained within the Federal Acquisition 
Regulation as published in 56 Fed. Reg. 23982. 

At the very least, paragraphs (b) and (c) should be amended to 
provide that the government will be notified of its accrued capital 
credits within a reasonable time following the close of the 
cooperative's fiscal year, and delete the requirement of notifying 
the government of a date certain when the capital credits are to be 
retired. Further, paragraph (c) if not deleted should be amended 
to provide that upon termination or expiration of the • contract 
between the cooperative and the government, the government will be 
paid capital credits in accordance with the cooperative's bylaws 
and general rotation policy. 

Thank you for this opportunity to submit comments regarding the 
proposed amendments to the Federal Acquisition Regulations 
regarding Acquisition of Utility Services. 

Respectfully submitted, 

MicHael W. Peters, (seiserai Counsel 
Kansas Electric Cooperatives, Inc. 
7332 Southwest 21st Street 
P.O. Box 4267 
Topeka, Kansas 66604 
(913) 478-4554 




Rushmore Electric Power Cooperative, Inc. 



1715 Cambell, P.O. Box 2414 Phone: (605) 342-4759 

Rapid City, SD 57709-2414 Fax: (605) 348-2026 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F. Streets, N«W« 
Room 1041 

Washington , DC 20405 



RE: FAR Case 91-13 

To Whom It May Concern; 

Rushmore Electric Power Cooperative is a wholesale electric 
power supplier to eight rural electric distribution 
cooperatives in western South Dakota. Some of these systems 
serve federal facilities and would be subject to your above 
referenced rules. 

We became aware yesterday on return from vacation of the 
proposed GSA rule on the acquisition of services from 
utilities (56 Federal Register 23982). In this, GSA is 
proposing language be added to all contracts between federal 
facilities and cooperative utilities. 

We are concerned with subpart "52.241-13 - Capital Credits". 
Subtitle (b) under this section calls for 60 day notice of 
accrued credits stating the amount and date payment is made. 
We are opposed to the 60 day notice as the books are not 
usually closed that soon and because it calls for treatment 
other than normal for the balance of the distribution 
cooperative membership. Additionally they would not yet have 
information on credits earned at the wholesale level which 
would be part of the assigned credits. Notice at that time of 
the method and time of payment would not be available because 
many systems are on an eight, ten or twelve year (example 
only) credit repayment schedule which are recommended by REA 
who also sets payment formulas. The boards of directors make 
repayment determinations at or near the time of payment based 
on factors then. » 
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We oppose siabtitle (c) as well because it directs that credits 
will be paid upon termination of a contract unless assigned to 
another contract. This calls for payment out of sequence and 
not according to policy or organization bylaws. It may as a 
result place a financial hardship on the cooperative. 

There are nxmerous other areas in the rules we have concerns 
with. These, however, pertain principally to retail power 
sales so we*-because of limited time — will rely on our member 
distribution systems to address them. 

Your consideration of our concerns in making your rule changes 
would be greatly appreciated. 

Sincerely, 




Robert F. Martin, General Manager 



RFM/dt 




''OWNED BY THOSE 

WE SERVE** 



. DAVIESS— MARTIN COUNTY 

RURAL ELECTRIC MEMBERSHIP CORPORATION 

RO. Box 540 
Washington, IN 47501 
Phone: (812) 254-1870 



:ulv 24. 1991. 



General Services Administration 
FAR Secretariat (VRS> 
18th and F Streets 
N.W. , Room 4041 
Washington, D-C. 20405 

In Re: FAR Case 91-13 

Dear Sirs: 

Tl-ie recently published proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982) has raised 
concern among the Caviess-Mar t in County REMC Directors. 
Especially, Section 41.007 (j) where it proposes that federal 
facility contracts with the cooperative electric utilities 
contain a clause substantially the same as the clause at 52.24 
i3» Capital Credits. This clause contains provision which wou 
violate the principles by which cooperatives operate, and the 
provision would also hold the potential to do financial harm t 
the electric cooperative. 

In paragraphs <b) and (c) it calls for government facilities t 
receive discriminatory, preferential treatment m recovery of 
capital credits. Cooperatives are run by democratically elect 
boards of directors who establish the criteria for if and when 
capital credits may be distributed to member-consumers. The 
boards of directors establish capital credit policies which ar 
intended to treat all consumers equally in receiving capital 
'Credits. For the federal government to try to establish 
contractual requirements for preferential treatment in which c 
federal facilities would receive capital credits in advance of 
other consumers, violates this foremost principle of equal 
treatment for all consumers. 

Thank you for the opportunity to offer our observation on this 
matter. 

Sincerely, 

^■Robert L. Barron 
General Manager 



RLB: t js 



Matanuska Electric 
Association, Inc. 

P.O. Box 2929 
Palmer. Alaska 9964S 
Telephone: (907) 745-3231 
Fax: (907) 745-9328 

July 23. 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets NW. Room 4041 
Washington, D.C. 20405 

Dear Sir/Madam: 

Re: FAR Case 91-13. Proposed Rule for Federal Acquisition Regulation; Acquisition of 
Utility Services 

Matanuska Electric Association, Inc. (MEA) submits the following comments on the 
proposed regulations in FAR Case 91-13, 

The proposed rules appear to establish very specific contract requirements for the 
acquisition of utility services. On the other hand. Part 41 - section 41.0Q7(a) - Contract 
clauses provides for varying the contract terms to meet the specific conditions relating to 
a utility. More specifically, this section states: 

''...To accommodate requirements that are peculiar to the contracting 
situation, this section prescribes clauses on a 'substantially the same as* 
basis (see 52.101) which permits the contracting officer to prepare and 
utilize variations of the prescribed provision and clauses, in accordance 
with agency procedures," 

Given the apparent flexibility noted above, MEA still has a particular concern about the 
clause relatmg to capital credits. The concern relates to section 41.007(j) . which requires 
a contract to contain a clause substantially the same as the clause at 52.24M3 - Capital 
Credits, when the Federal Government is a member of a cooperative and entitled to 
capital credits. 

Specific to clause S2.24M3 - Capital Credits. MEA believes that only subparagraph (a) of 
this clause should be required. Subparagraph (a) would assure the contractmg officer 
that the Federal Government will be treated, as relating to capital credits, the same as 
other members of the cooperative; i.e., on a basis consistent with the by-laws of the 
cooperative. MEA has an established policy, administered by the Board of Directors, to 
manage its capital credits pursuant to the terms of the co-op's by-laws. Also. MEA has 
paid capital credits each year since 1983. MEA r%commends that the final rule include 
only subparagrap h (a) of proposed section 52,24M3. 
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If subparagraphs (b). (c) and (d) of p roposed sect ion 52.24143 are included in the final 
rule, MEA notes that in order to meet its peculiar circumstances, the language in such 
subparagraphs would have to be modified. It would be MEA's understanding that the 
language in such subparagraphs could be negotiated with the contracting officer to meet 
MEA's requirements. * 

Concerning 52.241-13(b) and (d). MEA's systems will not permit the allocation, 
notification of payment date and subsequent retirement payment of capital credits on 
the timeline, or by the method required in such subparagraphs. As noted above, MEA 
has an established policy and has paid capital credits each year since 1983. MEA believes 
it is unreasonable to expend the resources necessary to change its capital credits policy 
and systems to meet the requirements of one of its approximateily 25,000 members. 

More specifically to 52,24M3(c). MEA's by-laws do not provide for the payment of 
unpaid capital credits to members when they are no longer members of the co-op. The 
capital credits retirement payment is made on a percentage basis, as approved by the 
Board from year-to-year. Subparagraph (c) is not clear as to its intent. If the intent is 
that all capital credits allocated to the Federal Government under a specific contract 
would be paid in full at the end of the contract, MEA's membership probably would 
have* to amend the by-laws to provide for this payment. This amendment would require 
MEA to treat the membership of the Federal Government, as to capital credits, 
differently than that of other members. MEA believes that this requirement is 
unreasonable and should be deleted from the final rule. 

MEA again recommends that gubparagraph? (b). (g) and (d) of proposed section 52.241-13 
- Capital Credits be excluded from the fmal rule. Subparagraph (a) would assure the 
Federal Government that its capital credits will be handled pursuant to a cooperative's 
by-laws. 




Sincerely. 



James N. Woodcock 
Manager of Administration 



Idl 
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Wright-Hennepin 

Cooperative Electric Associatioh 

P.O. Box 330* Maple Lake • MN 55358-0330 
July 18, 1991 



President 

-Donald J. Paumen 
Maple Lake, Mn. 

Vice President 

Alvin E. Heinz 
Rogers, Mn. 

Secretary-Treasu rer 

E.S. Knickerbocker 
Annandale, Mn. 



Directors 

Byron C. Gustafson 
Buffalo, Mn. 




Howard L Ellis 
Buffalo, Mn. 



Chris A. Lantto 
Annandale, Mn. 



Thomas Mach 
Maple Grove, Mn. 

Sandra Hunz 
Maple Plain, Mn. 

Arthur E. Watkins 
Hamel, Mn. 

General IManager 

David P. Larson 
Buffalo, Mn. 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. Room 4041 
Washington, D.C. 20405 

RE: FAR Case 91-13 

To Whom It May Concern; 

This letter is to express my concern for certain conditions detailed 
in proposed rule 41. 007(j). 

I have particular concern with two provisions in the proposed rule. 
The one provision states that the cooperative shall provide to the 
Contracting Officer a notice of of accrued capital credits within 60 
days after me close of the Contractors fiscal year and the date that 
payment is to be made. The second concern is that upon termination or 
expiration of the contract, the Contractor shall make payment to the 
Government for the unpaid credits. 

Both of these conditions would: 

1. Be contrary to the By-Laws of almost all of the cooperatives 
in this country. 

2. Provide a hardship on some cooperatives where the Government 
is the largest and principal customer. 

3. Would discriminate against the other members of the 
Cooperative by providing preferential treatment of one 
customer over another. 

4. Contradict other rules established by the Government under 
the Rural Electrification Act which requires the Cooperative 
to maintain a certain level of equity. 

5. Decreased equity would mean increased long term borrowing. 

I strongly urge you to codsider the above concerns and request that 
the rules be modified to eliminate changes that can seriously affect 
the operations and well being of the rural electric program. 



Sincerely, 





David P. Larson 
General Manager 



• Hennepin County ToH Free 441 -S2B0 



• Wright County ToH Free 1 -800-762-1206 
• 24-Hour Fax (612) 963^15 



• Maple Lake & Locale 963-3131 
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Valley Electric 
Association^ Inc. 



July 23, 1991 



800 E. Hiehwav 372 

P.O. BoxT:37 ' 

Pahrump, Nevada 89041 

Telephone (702) 727-5312 

Fax (702) 727-6320 

I -800-742-3330 ( I n Nevada ) . 

General Services Administration 
FAR Secretariat (VRS) 
18th & F Streets, N.W, 
Room 4041 

Washington, D.C. 20405 
Reference: FAR Case 91*13 ' 
Dear Sir: 

We are a small electric distribution cooperative located in rural 
southern Nevada. We strongly object to the proposed rule on the 
acquisition of services from utilities at 41.007(j) and 52.241-13 
Capital Credits. 52-241-13(b) states that the date the payment of 
capital credits to the government is to be made. Our bylaws state that 
payment shall be at the discretion of our board of directors. Their 
decision if and when to pay capital credits is based on various factors 
at the time and no date certain can be placed on payment of such credits 
in advance. 

52.241-13(c) states that payment of capital credits to the government 
shall be made upon termination or expiration of the contract. Our 
bylaws state that capital credits are paid on a "first in first out" 
basis, thereby not allowing such payment any other way. 

52.241-13(d) states payment will be made by certified check. I see no 
reason to treat any single consumer different from all others in this 
regard. Our regular general fund check is adequate for this purpose. 

In my judgement, if these proposed regulations are required to be part 
of any new contract for services from utilities, we and probably many 
other utilities have signed our last contract for such services with the 
government. 

Thank you for the opportunity to comment. 
Siihcerely, 




General Manager 



RLD/djb 
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Washington Electric 
Membership Corporation 



258 North Harris Street 
Post Office Box 598 
Sanders viile, Georgia 31082 
Telephone (912) 552-2577 

July S2, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W. , Room ^OAl 
Washington, D, C. 20^05 

Re: Proposed Acquisition Regulations: Acquisition of Utility 
Services, 56 Fed. Reg. 23982 <1991) (FAR Case 91-13) 

Gentlemen: 

Washington Electric Membership Corporation offers the following 
comments relative to the above proposed rule. 

Subsections (b) and (c) of the proposed rule appear to be in 
conflict with the bylaws of the cooperative and would cause the 
bylaws to be violated should payments be made according to the 
proposed rule. It also appears to be in direct conflict with the 
guidelines from the Rural Electrification Administration that 
requires the accumulation of equity through minimum Times 
Interest Earnings Ratios and Debt Service Coverage ratios. The 
early payment of capital credits to governmental contracts that 
have terminated would require that other consumers be billed at 
higher rates to provide capital for these refunds. This could be 
determined to be a violation of the bylaws or state statutes 
which govern the cooperative. The early payment of capital 
credits to one class of customer relative to all other customers 
may have an impact on the cooperatives tax exempt status because 
it could be inconsistent with the requirements of the IRS for 
cooperative status, that the cooperative operate on a 
"cooperative basis". 

Since there are so many areas that could significantly affect the 
basic operation of a cooperative, we feel that subsections (b) 
and <c) of the proposed rule be eliminated and capital credit 
retirements to governmental agencies be retired under the same 
conditions and at the same time as retirements to all other 
customers. 




General Manager 



Owned By Those We Serve 
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THWeST RURAL ELECTRIC 



BQARO OF 
TRUSTEES 

Don B. Ellis 

Otsinct 1 

Roosevelt Okianoma 

Fred J. Stowe 

Ojstnci 2 
Biair. Okianoma 

Charles R. Barrett. 

District 3 
Aitus. Oklahoma 

J. Oarrei Riggins 

OiStriCI 4 

FreaericK. Oklahoma 

Fred N. Elsener 

Dismcr 5 
Tioion Oklahoma 

Wendell Mints 

Oisirici 6 
Vernon Texas 



Ian White 

net 7 
ion Texas 



Carl Brockriede 

District 8 
Elecira. Texas 

Jimmy Holland 

District 9 
Vernon. Texas 



Ray Beavers 

General Manager 



700 North Broadway 
P.O. Box 310 
Tipton. Oklahoma 
73570-0310 



one 405 / 667-5281 
405 / 667-5284 
s 1 •800.256-7973 



July as* 1991 



.General Services Administration 
FAR Secretariat (VRS> 
ISth and F. Streets.. N. W. , Room 
Wash i no ton* D. C. 20^05 



4041 



Ref : General Services Administration, Federal 

Acquisition Regulations for the Acquisition of 
Utility Services (FAR Case 91-13) (52.241-13 
Capital Credits) 

Gentlemen: 

We are writing you in regard to the proposed 
change in payment of Capital Credits to be paid to the 
Government, 



13 



We strongly oppose paragraph 
Capital Credits. 



(b) of article 52-241- 



Southwest Rural Electric would be unable to meet 
the si>tty days after the close of our fiscal vear and 
also would be unable to give the date of payment because 
that is determined by the financial condition of the 
Cooperative and would have to be in compliance with the 
bylaws of the Cooperative. 



Under 
Contracts; 



(c) Upon Termination or Expiration of the 
the Cooperative's bylaws state that Capital 
Credits will be paid to a natural person and this 
change* of course* would have to be submitted to the 
Cooperative^'s membership for a chanae in the bvlaws. 
Currently* Southwest Rural is not refunding Capital 
Credits because of the financial condition of the 
Cooperative* and they will only be refunded upon the 
discretion of the Board of Trustees and with the 
approval of the Rural Electrification Administration and 
the Central Finance Corporation. Therefore* we oppose 
any change in the government contracts as proposed under 
the above reference. 



Sincerely * 




Ray\B*avers!i General Manaoer 
SDUTHWHST RURAL ELECTRIC ASSOCIATION 



RB:mre 
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HOT SPRINGS REA, Inc. 



p. O. BOX 63O—504 FREMONT STREET / THERMOPOUS. WYOMING 82443 / PHONE 307-864-3157 

1 -800-826-3446 
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General Services Administration 
FAR Secretariat (VRS) 
ISth and F Streets, N.W., Room ^0^1 
Washington, DC 20^05 

Subject: FAR Case 91-13 

Dear Ladies and Gentlemen: 

In the May 2^, 1991 Federal Register on page 23990, Section 
52.2^1-13 Capital Credits, paragraph (b) reads as follows: 

"Within 60 days after the close of the Contractor ' s fiscal 
year, the Contractor shall furnish to the Contracting 
Officer, or the designated representative of the Contracting 
Officer, in writing, a list of the accrued credits by 
contract number, year, and delivery point. Also, the 
Contractor shall state the amount of capital credits to de 
paid to the Government and the date payment is to be made." 

The requirement to submit a complete capital credit report 
within 60 days of the close of the fiscal year is currently 
unach ievab le • Hot Springs hopes to have the member notices in 
the mail within the next 30 days, showing the outstanding capital 
credit balances and the 1990 allocation to the membership. 

The rule. further requires that notice be given as to when 
the capital credits will be paid. It is not possible for us to 
comply with that request for the following reason. In the first 
quarter of each year, the Hot Springs Board of Directors is 
required to review the financial health of the cooperative and 
make a determination as to the amount of capital credits that 
will be retired. A major portion of our member s cap i tal credit 
account is made up of power supp 1 i er cap i ta 1 credits that are 
paid pnly upon receipt of payment by the power supplier. This 
means that other than a review of the historical pattern? the 
future is indeterminate. 

Paragraph (c) is restated below*: 

"Upon termination or expiration of this contract* unless the 
Government directs that unpaid capital credits are to be 
applied to another contract, the Contractor shall -Tiake 
payment to the Government for the unpaid credits." 
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This paragraph calls for the retirement of capital credits upon 
termination of service. This is not consistent with our policy 
of rotating on a fixed dollar amount each year with a target of a 
fifteen year rotational period. It does not seem correct to 
provide the Government with an advantage that is unavailable to 
our other members. 

Section 41.00^-1 Acquiring Utility Services, Policy, page 
239B3, paragraph <e) reads as follows: 

•* Prior to acquiring electric u t i 1 i ty ser v i ces on a 
competitive basis in an area governed by a franchise service 
territory, the contracting officer shall determine, with the 
advise of legal counsel, by a market survey or any other 
appropriate means, that such competition would not be 
inconsistent with state law governing the provision of 
electric utility service, including state utility commission 
rul.ings and electric utility franchises or service 
territories established pursuant to state statute, state 
regulation, or state-approved territorial agreements. 
Proposals from alternative elec tr ic * supp 1 iers must provide a 
representation that service can be provided in a manner not 
inconsistent with section 8093 of Public Law 100-202 (see 
^1 .00^-1 (d )) . The representation must be supported with 
appropriate legal and factual rationale." 

The Government should not be able to entertain bids for electric 
service on a competitive basis under any circumstances. In most 
states the electric utility has a legally protected service area. 
The U.S. Government should use the locally certified electric 
utility and pay the reasonable rates and tariffs established by 
the State Regulatory Public Utility Commission in the same manner 
as any other consumer. 

Thank you for the opportunity to comment on your proposed 
rule. Please let me explain if my concerns are unclear. 



Sincerely , 



HOT SPRINGS R.E.A 



IMC. 




James D. Kirsch 
Manager 



JDK/ddg 



CC: Bob Berg land, NRECA 
Tom Trowbridge, WREA 
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July 17, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N,W,, Room 4041 
Washington, DC 20405 

RE: FAR Case 91-13 

Dear Sir: 

This letter is in response to a proposed rule on the acquisition 
of services from utilities. The General Services Administration's 
proposal to add language at section 4i.007 (j) concerning Capital 
Credits would be almost impossible to comply with and at the same 
time would not be in agreement with our cooperative's by-laws. 

I will respond to the proposed rule by paragraph as it was printed 
in the Federal Register. 

Paragraph A - In order for the Government to be treated like 
any other member and be consistent with the by-laws of the 
Cooperative, it would be impossible to specify the time of 
payment of the capital credits. Our by-laws call for a review 
of the financial condition of the Cooperative before any 
decisions are made to retire capital credits. 

Paragraph B - As in paragraph A, the by-laws of the 
cooperative would make it impossible to furnish a date of 
payment. The other information asked in this paragraph is 
already being provided to all of our members. 

Paragraph C - As in the first two paragraphs , in order to 
comply with this paragraph, the Cooperative would not be in 
compliance with our own by-laws. Our by-laws do not permit us 
to retire a member ' s capital credits when they disconnect 
their service. Their capital credits are retired at the same 
time as all other members. There is no differentiation between 
inactive and active members when retiring capital credits. 

Paragraph D - The requirement that the payment of capital 
credits be made by certified check is both costly and 
insulting. The cost of a certified check in both time and 
money would be unnecessary. The other information required in 
this paragraph is already being provided. 



lil M:irh.-A . \^v[.^J ' P. O. Box 21239 Iliiron Head Uland. SC 29925 




General Services Administration 
July 17/ 1991 
Page 2 



qiri? 



In closing/ I would like to emphasize the fact that a proposal like 
this would require our Cooperative to change our by-laws in order 
to comply. What our Federal Government is proposing would require 
that they receive preferential treatment over the other members of 
the Cooperative who are citizens. 

Sincerely^ 

PALMETTO ELECTRIC COOPERATIVE, INC. 
G. Thomas Upshaw 

President & Chief Executive Officer 
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Amicalola 

Electric Membership Corporation 

P.O. Box 10 

Jasper, Georgia 30143 

Telephone: (404) 692-6471 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, Room 4041 

Washington, DC 20405 

. RE: FAR Case 91-13 

Gentlemen: 

In reviewing the proposed regulations set out by 56 Fed .Reg. 
23982 (1991) (FAR Case 91-13), ve are concerned about these 
regulations. 

It would not be possible to furnish an accurate list of capital 
credits with 60 days after the close of our fiscal year. We do 
not complete this list until our year end audit is completed and 
reviewed. This is generally after 120 days. We also are 
required to pay on a FIFO basis. Therefore, paying a government 
entity at termination of the account would violate our by-laws 
and in fact would impair vested contractiial rights in private 
contracts * 

We have always considered capital credits a part of owner *s 
equity. Your suggested change would in reality change this to a 
form of liability that could jeopardize the basic means by which 
cooperatives are capitalized. 

If we make an exception of paying governments, we feel that this 
would be unfair. Paying government capital credits prior to 
paying others is unfair to the rest of our members. We do not 
feel that a government entity is entitled to preferential 
treatment nor should such preference be legislated. 

With respect to connection charges, our cooperative operates on a 
cost of service principal. Any costs that are not properly 
charged to our class of consumer are paid by other classes. To 
allow the government to escape their cost would also violate our 
by-laws and state status. 
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RE: FAR Case 91-13 



This proposed rule may be in reference to a subchapter T 
cooperative. EMC's are 501 (C) (12) tax exempt. The subchapter 
T cooperatives excess margins are "patronage dividends*' while 
EMC's refer to margins as "capital credits." 

We ask that you review your proposed regulations in detail prior 
to making any decisions. If we can answer any questions, pl.ease 
feel free to contact us. 




'5)»ri4s Gibson 
Manager, Finance & Accounting 



Sincerely, 

^HTB^OiOLA ELECTRIC MEMBERSHIP CORPORATION 



CGsbg 



Bringing POWER to this area for over 50 years 



BOn HOMME YAriKTOn 
ELECTRIC ASSOCIATIOn, IHC. 




P.O. BOX 158 • TABOR, SOUTH DAKOTA 57063 • PHOME (605) 463-2507 
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MEMO TO: GENERAL SERVICES ADMINISTRATION 
FAR SECRETARIAT (VRS) 

FROM: RONALD E. KOUPAL, GENERAL MANAGER 

BON HOMME-YANKTON ELECTRIC ASSOCIATION 

SUBJECT: FAR CASE 91-13 



We are writing this memo to voice our concerns about the 
proposed changes of legislation on F A R Case 91-13. 

Bon Homme-Yankton Electric Cooperative opposes any of the 
proposed changes to 52.241-13 capital credits Parts B & C, 
52.241-8 connections charge, and 52.241-5 service provisions 
Parts A, B, and D. 

Bon Homme-Yankton Electric has by-laws and policies that 
provide guidance in the management of our day to day 
operations. It is the opinion and feelings of the Board of 
Directors and Management of Bon Homme-Yankton Electric that 
no member shall be given preference treatment in these areas, 
whether it be the federal government, a large industrial 
load, or a residential consumer. 
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GRAND ELECTRIC COOPERATIVE, inc. 

SERVING NEARLY 10.000 SQUARE MIUES OF NORTHWESTERN SOUTH DAKOTA 
P. O. BOX 39 DEPENOABLE ELSCntrq SERVICE 

BISON. SOUTH DAKOTA • 57620 PHONE 605 # 244.5211 
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General Services Adininistration 
FAR Secretariat (VRS) 
18th and F Streets, N« 
Room 4041 

Washington, D.C. 20405 

RE: FAR Case 91-13 

Dear Sirs: 

The following are offered as comments in regard to FAR Case 91-13 pro- 
posed rules for the acquisition of services from utilities (56 Federal 

Register 23982). 

We find the provisions of paragraph 52-241-13 on Capital Credits to be 
unworkable and in violation of established bylaws and procedures. No-^ 
tification required per 52. 241-13 (b) is unworkable in that it does not 
allow adequate time for audit completion and Capital Credit alloca- 
tion. We believe 120 days would be an adequate time fraime. Paragraph 
52. 241-13 (c) would violate the first- in, first-out principle adhered 
to by most cooperatives and would be unfair to other consumers who 
would be paid on a rotational basis. 

We appreciate the opportunity to comment on the proposed rules so that 
these inequities can be caught before implementation. 

ely. 




rfell D. 




Henderson, General Manager 
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Ravalli County Electric Co-op 



NE 1051 Eastside Highway 

P.O. Box 109 
Corvallis, MT 59828-0109 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW 
Room 4041 

Washington, D.C. 20405 



RE: FAR CASE 91-13 



By this letter we are providing comments on the proposed rule under FAR Case 91-13 as 
published in the Federal Register Notice of May 24, 1991. 

If a Federal agency is a member of an electric cooperative, then that agency should be granted 
the same nght and privileges as any odier member of that cooperative. By complying with 
subsections (b) and (c) of Section 52.241-13 apital Credits, it would be discriminatory to the 
rest of the membership; Also, an audit of the cooperative is not always possible within the 
GO day .tmie frame stated. We suggest eliminating subsections (b) and (c). 

Sincerely, 

Richard 'J. Brown 
General Manager 





POST OFFICE BOX 1 5659 504.261-1 221 




DIXIE ELECTRIC MEMBERSHIP CORPORATION 



BATON ROUGE, LA. 70895 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets 
N.W. , Room 4041 
Washington, DC 20405 



Re: Coxnments on FAR Case 91--13 



Dear Sirs: 

The proposed rule to changes contained in federal contracts between 
Federal facilities and cooperative utilities would have a 
disproportionate impact upon the operations of DEMCO. Although we 
have only one part time Federal contract, it would require us to 
substantially alter our current accounting system, at unknown 
costs, as well as amend the cooperative's bylaws to permit special 
treatment for that contractor. 

DEMCO is funded by the Rural Electrification Administration and as 
such must abide by the mortgage agreement with that Federal entity. 
One of the provisions of the mortgage is that a cooperative may not 
pay capital credits , without special permission of REA, if the 
cooperatives equity is below 40% of total assets* DEMCO *s equity 
is currently approximately 14%, Furthermore, DEMCO has not paid 
capital credits to its members in the past and does not foresee a 
time that it can. 

DEMCO has just finished a workout agreement with the REA that has 
restructured our debt to that agency due to the weak financial 
condition of the cooperative. The last thing that we need at the 
moment is additional Federal regulation, which would increase our 
costs, to address a nonexistent problem. Moreover, the 
cooperatives bylaws would have to^ be amended to give this 
particular part time contractor specific and preferential treatment 
over our other 57,621 members. 

The issues raised by these proposed changes are not ones of minor 
inconvenience and costs. They are real and would have a dramatic 
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NATIONAL SCIENCE FOUNDATION 
1800 G STREET. N.W. 
WASHINGTON. O.C. 20550 



July 18, 1991 



General Services Administration 
FAR Secretariat (VSR) 
18th & F Street, NW 
Room 4041 

Washington, D.C. 20405 
Re: FAR Case 91-13 



Dear Sir or Madam: 

The National Science Foundation has reviewed the Notice of 
Proposed Rulemaking regarding Acquisition of Utility 
Services • We have no comments or objections to the proposed 
rule in the FAR case cited above. 



Sincerely, 




JUL 3 I 




DEPARTMENT OF THE NAVY 

ATLANTIC DIVISION 
NAVAL FACILITIES ENGINEERING COMMAND 
NORFOLK. VIRGINIA 23511-6287 




(804) 444-9584 
(A/V) 564-9584 



IN REPLY REFER TO 



11300 
164 



om: Commander, Atlantic Division, Naval Facilities Engineering Command 



, Naval Facilities Engineering Command, Headquarters 



Subj: FAR PART 41 - ACQUISITION UTILITIES SERVICES (FAR CASE 91-13) 



1. Pursuant to your request, general and specific comments on FAR 41 are 
provided by enclosure (1). 

2. Should you have any questions, please contact Mr. Roy B. Morris at 
Commercial (804) 444-9584 or Autovon 564-9584. 



Copy to: 

CHESNAVFACENGCOM (Code 111) 
NORTHNAVFACENGCOM (Code 024) 
SOUTHNAVFACENGCOM (Code 0221) 
WESTNAVFACENGCOM (Code 164) 
PACNAVFACENGCOM (Code 113) 



^WESTNAVFACENGCOM (Code 163) 



18th and F Streets NW 
Room 4041, GS Building 
Washington, DC 20405 



End: (1) Comments on Draft FAR Part 41 
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LANTNAVFACENGCOM COMMEWTS ON DRAFT FAR PART 41 



GENERAL COMMENTS 

Part 41 still continues to be a GSA instruction. 
Sections 41.004-2. 41.004-5 and 41.005 are specific to 
GSA award and administration of their contracts. As DOD 
IS a Contacting Agency these sections should be omitted 
™™ °^ designated -Not Applicable To 

DOD . Each agency will establish required award and 
administrative procedures in their supplements to FAR. 

In May 1991 . we reviewed and provided comments on DFAR 
Part 241. Resolution on Part 41 language should precede 
resolution of DFAR Part 241 language. 

Section 41.002 (5) specifies that Part 41 will not be 
applicable to acquisitions in foreign countries^ ^Since 
there is very little guidance in this area, our next 
^°^DFAR ^^^^ *° incorporate some basic guidance 



II- SPECIFIC COMMENTS 

41.001 Definition of Utility Service - Delete the last 

sentence The problem with the wording of this sentence 
is that It says that other services (e.g., rubbish 
removal, snow removal) may be considered to be utilities 
'TS^h ^^Z^ exempt from the Service Contract Act of 

1965. This Act lists exemptions, one of which is 
utilities. This is an unbroken circle which solves 
nothing. Recommend that the wording be replaced with 
that in paragraph S5-101.1 of ASPR Supp 5 which says 
these services may be treated as utilities 'when the 
services are iperformed by public agencies or utilities 
on a contractual basis and are subject to public 
regulation" . y 

ill ■ S""^"^^ *° read: "For utility services exceeding 
«25,000 per annum including any connection and/or 
termination charges, agencies shall...* 

(b) - Delete everything after the first sentence. 
Acquisition of utility service from governmental 

' agencies, or municipalities 

makes it imperative that each agency have the 
flexibility to utilize the utility supplier's 
application form when it is in the best interest of the 
U.S. Government and the supplier's application form 
does not Violate U.S. law. Each ageScy must address 
this issue with their own procedures. 



41.004-2 Delete this entire section or designate it "NOT 

APPLICABLE TO DOD AGENCIES'. These procedures are GSA 
specific and should not be applicable to DOD agencies 

^^^'"'i^L*^^ °* contracting: DFAR, NAPS, 

and P-68 establish contacting procedures. 

41.004-5 Same comment as included with 41.004-2. 

41.005 Same comment as included with 41.004^2 

41.006-1 Rewrite the first sentence to read, "Agencies shall 

review (a) utility service invoices exceeding $25 000 
per annum on a mont'ly basis; and (b) each contract or 
other written request exceeding $100,000 on an annual 
bas i s . 

41.008 This paragraph requires the use of SF 33 which 

stipulates the contract to comply with the standard 
format as specified in item 11 of the form. This 
conflicts with the ASPR Supp 5 format (paragraph 
S5-203) we are now using and which is recognized by the 
utility industry as the standard. We must have the ASPR 
Supp 5 flexibility of format. It has become increasing 
more difficult to execute standard FAR contracts with 
sole-source utility suppliers. Changing to a new format 
with various sections that do not apply to utilities 
contracts will only hamper the contracting process. 
Part 41 must recognize that utilities contracts are 
sole-source and unique and have evolved in an 
environment of Federal .State and Local regulations. 

41.010 (a) Service specifications should be included in 
the review of Part 41. 

lai^ paragraph in its entirety. Comment on 
Section 41.008 eliminates the utilization of SF 33. 

52.241-2 (a) - (c) - These subparagraphs effectively limit 

utility contracts to a ten year definite period. They 
are written around the GSA ten year standard authority 

indefinite term contact authorization of 
ASPR Supp 5. The scope and term clauses of ASPR Supp 5 
are more appropriate for a utility service contract 
T™®^*"'®' ^®Pl*°« subparagraphs (a) thru (c) with the 
ASPR Supp 5 clauses (paragraph S5-203.1). 

52.241-5 (a) and (b) - The industry has «moved away from the 27. 

range as being accurate. We need to follow suit. These 
subparagraphs should state that no meter should be 
placed in service that does not record 100% accurate 
under normal testing conditions. 
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(b) - Change the first sentence to read, "...test the 
meters installed by the contractor in accordance with 
the contractor's normal procedures as specified in the 
contractor's applicable rules and regulations". 
The remaining portion of the Subparagraph gives the 
Government the right to request additional meter test 
and to pay for them if the Government requires meter 
test more frequently that the contractor's normal 
procedures . 

52.241-9 An alternative clause is required to cover those 

situation where the Termination Liability is based on 
quantities consumed or minimum purchase requirements 
over a negotiated number of years. 
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impact on the way the cooperative conducts its business. In 
addition they are all out of proportion to any perceived problem. 
We strongly urge you not to enact the changes as outlined in 
paragraphs (a) through (d) of 52.241-13. 

Sincerely; 




Henry D. Locklar 
General Manager 



HDL/dls 



TALQUIN ELECTRIC COOPERATIVE, INC . 

Post Office Box 1679 • 1640 West Jefferson Street • Quincy, Florida 32351 
Quincy: (904) 627-7651 July 23, 1991 Tallahassee: (904) 878-4414 





General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N . W. 
Washington} 20405 

RE: Comnents on Proposed Federal Acquisition Regulation: 

Acquisition of Utility Services, 56 Federal Register 23982 
(May 24. 1991) (FAR Case 91-13) 

Dear Sir or Madam: 

This is to advise you that Talquin Electric Cooperative, Inc. is in 
agreement with the comments made to you by the National Rural 
Electric Cooperative Association regarding the subject Proposed 
Federal Regulation. This Proposed Federal Acquisition Regulation 
is of concern to us as outlined in the NRECA letter. 

We respectfully request your serious consideration of our 

Association's comments in hopes that any adopted version of the 

Regulation recognizes the way we are doing business as 
cooperatives. 

Respectfully submitted, 

TALQUIN ELECTRIC COOPERATIVE, INC, 



'William E. Laughlftx 



William E* LaughlJ 
General Manager 

WEL/bs 

CC: National Rural Electric Cooperative Association 




Serving Gadsden, Leon, Liberty And Wakulla Counties, Florida 



^^nion (Bounti^ G^lectric Gooperatiue, tSnc. 



POST OFFICE BOX 499 

ELK POINT, SOUTH DAKOTA 57025 
TELEPHONE: 609-396-3399 
FAX 609-396-3997 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th And F Streets NW Room 4041 
Washington. D.C. 20405 

Dear Sir: 

Re: FAR Case 91-13 

On behalf of Union County Electric Cooperative, Inc.. I would like 
to offer comments to be considered in relationship to the Federal Reg- 
ister # 23982. published May 24, 1991 pertaining to Federal Acquisition 
Regulation; Acquisition of Utility Service 

We have grave concern over the section of this, Federal Register 
that addresses Capital Credits when associated with any government con- 
tract. Particular discomfort arises with section 41.007{j). along with 
part 52.241-13 Capital Credits allocations that are addressed in items 
(b) and (c) . . 

Paragraph (b) would require the Contractor to state "the amount of 
capital credits to be paid to the Government and the date the payment 
is to be made". Capital credits are assigned or allocated at the close 
of business for a calendar or fiscal year. The amount of capital cred-^ 
its could be stated. The requirement that the date the payment is to 
be made is another matter. Retirement of capital credits is governed 
by the Rural Electrification Administration mortgage which is the com- 
mon mortgage for rural electric cooperatives who borrow from the Rural 
Electrification Administration. It is our opinion that no Contractor, 
if a rural electric cooperative, could state when a capital credit al- 
located, in a particular year, will be retired. 

The full retirement of capital credits upon termination of a con- 
tract for utility service under paragraph (c) would cause the Contrac- 
tor to discriminate against the other cooperative membership. The 
model bylaws prescribed by the Rural Electrification Administration, 
which have been adopted by nearly all rural electric cooperatives advo- 
cate a "first in - first out" retirement of capital credits. In ac- 
cordance with this rooperatives ' bylaws,, any deceased members' capital 
credit allocation will be refunded to the estate at the discounted rate 
of 50Ss of allocation. Limit of refund will not exceed $2,000 in any 
one fiscal year. 
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We cannot support any change that would allow the government to 
withdraw its* capital credits upon termination of existing contracts. 
This procedure would create undue hardship on the remaining membership. 
The retirement of capital credits is scrutinized by the Rural Electri- 
fication Administration and this change would pose several legal ques- 
tions in regard to our mortgage contracts with the Federal Government. 

We would recommend that provisions (b) and (c) be revised to rec^ 
ognize that payment of capital credits be made in accordance with the 
Contractors • s bylaws governing capital credit retirement. 



Sincerely, 




Larry ^D. Cheney 
Manager, 






Membersmp 



^ ■ LI B ERTY. I NOU^y^r 4'735& - :' 



Willie. Wireohano 



TO: General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, M.W. 
Room 4041 

W&shington, D.C. 20405 
FROM: Leon Moore, Manager, Fayette-Union County R.E.M.C. 
DATO: July 24, 1991 
RE: FAR Case 91-13 




To v^om it nay concern we find 52-241-13 Capital Credits; paragraphs (b) 
and (c) discriminatory to all of our members, as this REMC has not been 
in a position to pay capital credits to anyone since incorporation, in 
1937. He would need to raise rates to pay capital credits and the Indiana 
Utility Regulatory Commission would not permit this action. 

We have allocated capital credits to each account since 1950, this \^as the 
first year we had any margins. No capital credits have been paid to date. 
Me are a snail system with only 4,000 members, all rural residential and 
farm steads. All capital generated through rates is needed to reinvest in 
plant, to provide quality service to the membership. 



He wou^d^ be strongly apposed to this action* 



cc: 






Jay County REMC 



P.O. Box 904 ■ A Rural Electr 

West Water Street At Highway 67 Membership Corporaiu 

Ponland, IN 47371-0904 ' Serving Six Count:-. 

Telephone: (219) 726-7121 in Eastern India: 

FAX: (2191 726-6240 * 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
Room 4041 . 
18th and F Streets, N.W, 
Washington, DC 20405 

RE: FAR Case 91-13 

Gentlemen: 

These are comments on FAR Case 91-13, Federal Acquisition 
Regulation; Acquisition of Utility Services as published as a 
Proposed Rule in the Federal Register on Friday May 24, 1991 (Vol. 
56, No. 101), page 23982-23990. 

These comments are specific to Section 52.241-13 Capital Credits, 
paragraphs (b) and (c). 

Jay County REMC has one membership from the Federal government — the 
U.S. Geological Survey in Indianapolis, Indiana, for an instrument 
building at a Salamonia River bridge. 

Paragraph (b) would require our providing a list of accrued capital 
credits and the amount and date of payment. The Jay County REMC 
Bylaws Article VII, Section 2 "Patronage Capital in Connection with 
Furnishing Electric Energy" provide, in part, that "...individual 
notices of such amounts lurnisheu by eacli patron shall not ba 
required if the cooperative notifies all patrons of the aggregate 
amount of such excess and provides a clear explanation of how each 
patron may compute and determine for himself the specific amount of 
capital so credited to him. Said notice shall be deemed given if 
placed in the Rural News. All such amoxints credited to the capital 
account of any patron shall have the same status as though they had 
been paid to the patron in cash in pursuance of a legal obligation 
to do so and the patron had then furnished the cooperative 
corresponding amounts for capital . " * 

The Jay County REMC cannot state "the date the payment is to be 
made" because that is a determination made solely by the board of 
directors at a later, unscheduled date upon review of the 
cooperative's financial statements. The Federal Government is duly 
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notified of the amotuit of the capital credit through our 
piiblication in the member newsletter — they can calculate their 
capital credit like every other member of the cooperative. 
To require the cooperative to comply with Paragraph (b) would not 
be practical and would be unduly burdensome considering the 
additional labor, materials, and postage required to individually 
notify each member. 

Paragraph (c) would require the REMC to make payment of capital 
credits upon termination of membership. This is in direct 
violation of our bylaws which do not provide for the payment of 
capital credits upon termination of membership. 

Moreover, Article VII, Section 2, "Patronage Capital of Connection 
with Furnishing Electric Energy" of the Jay County REMC Bylaws 
states, in part, "The patrons of the cooperative, by dealing with 
the cooperative, acknowledge that the terms and provisions of the 
articles of incorporation and bylaws shall constitute and be a 
contract between the cooperative and each patron, and both the 
cooperative and the patrons are bound by such contract, as fully as 
though each patron had individually signed a separate instrument 
containing such terras and provisions." To make payment for capital 
credits upon termination of the government's membership would 
constitute special and preferential treatment. We do not do this 
for other members who terminate the membership; the federal 
government is not entitled to special consideration. 

In summary. Section 52.241-13 Capital Credits, Paragraphs (b) and 
(c) should be deleted from the subject Proposed Rule because (b) is 
not practical and imposes an undue burden on the cooperative and 
(c) is in violation of existing bylaws and constitute special and 
preferential treatment not accorded other members. 



Sincerely, 



JAY COUNTY REMC 





Kankakee Valley REMC 



14 SOUTH MAIN STREET 
"OWNED BY THOSE WE SERVE" 



WANATAH. INDIANA 46390 
219-733-2511 



July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, Room 4041 

Washington, D.C. 20405 

Ref: FAR Case 91-13 

Dear Secretariat: 

Clause 52.241-13 Capital Credits of FAR Case 91-13 would be contrary 
to most by-laws of all REAs in the country. 

Item (b) states that within 60 days of closing of our fiscal year, we 
are to notify the Government or contracting officer in writing, a list 
of accrued credits by contract number, year, and delivery point plus 
the amount to be paid and the payment dates. 

Comment: Sixty days is not enough time for most utilities to make 
notification. Additionally, where more than one meter is served, the 
revenue for all meters for capital credit purposes is consolidated and 
one notification covering all meters is mailed. It would be extremely 
expensive to make the exception you are requesting. 

Secondly, very few REAs would know when payment of these credits would 
be made. Our by-laws state that the board of directors will make that 
decision and only when the financial condition of the cooperative 
permits refunding. 

Item (c) is also in conflict with our by-laws. You are asking us to 
make an exception and pay the Government out of rotation and ahead of 
other members who might have to wait 25 years to receive payment. 

Item (d) indicates that payment will be made by certified check. 
Our checks are computer printed and are not certified checks. Again, 
the adoption of this clause would required an exception for the 
Government . 

The adoption of clause 52.241-13 Capital Credits would be expensive 
for the REAs. It also appears that requiring payment out of rotation 
would be discriminatory against our other, members . 



Sincerely, 



KANKAKEE VALLEY R.E.M.C. 




General Manager 



PDWtelm 




Mille Lacs mectric Cooperative ^' ^ ^ ' 

Minnesota 81 Aitkin P O. Box 230 

(218} 927-2191 Aitkin. MN 56431 

July 22, 1991 





General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets 
N* W, Room 4041 
Washington, D.C. 20405 

RE: FAR Case 91-13 

The following are comments Mille Lacs Electric Cooperative has 
regarding the propoised rule on the Federal Acquisition of Services 
from Utilities (FAR Case 91-13): 

We believe thiat all Federal facilities should be treated the same 
as any other member* That is they would be required to meet all 
membership requirements such as becoming a member by purchasing a 
refimdable membership fee, providing an appropriate credit rating 
or paying a refundable deposit fee; and others as laid out in the 
Cooperative's By-Laws and Board Policies. 

Comments relating to specific sections of FAR 91-13 are as 
follows : 

!• Section 41-006-2 and 52-241-7 - To clarify our position, we 
believe that any consumer, including Federal Agencies, should be 
charged rates justified by a Cost of Service Study done by an 
independent Rate Specialist at times deemed appropriate by the 
Cooperative. 

2. Section 52-241-5 (d) and fe) - We contend that no adjustment 
would be made in the monthly zixed charge as our fixed costs exist 
regardless of usage. 

3. Section 52-241-8 (a) - Our current practice is to bill all new 
single phase construction for a Contribution in Aid of 
Construction at $1.69 per foot with no allowance for salvage in 
order not to have our existing members subsidize any new members 
at the expense of load growth. 

4. Section 52-241-8 (c) - Again in order not to have our existing 
members subsidizing new members, we feel it is imperative that our 
Cooperative charge all new members a nonrefundable contribution 
towards their electric service. We do not term it a connection 
charge . 

5. Section 52-241-9 (d) - We believe the monthly Fixed Charge to 
recover fixed costs should be established by a Cost of Service 
Study done by an independent Rate Specialist. 
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6. Section 52-241-13 (b) - We feel 125 days would be more 
reasonable for reporting the Government's accrued capital credits 
as we do not allocate capital credits until after our annual CPA 
audit is completed. Also the requirement to state the date the 
capital credxts are to be paid would depend upon our equity 
management plan and annual approval by our Board of Directors to 
continue on our current 15 yeeir revolvement cycle, 

7. Section 52-241-13 - This requirement is in complete conflict 
with our existing By-Laws and Boeurd Policy, We do not prematurely 
retire capital credits other than on a discounted basis to the 
estates of deceased natural persons • 

We would appreciate having our comments taken into consideration 
before the Final Ruling is published. 

Sincerely y 



Ralph D. Mykkanen 
Financial Manager 

RDM/jmr 





Salmon River Electric Co-op, Imc 

p. O. BOX 384 Challis, Idaho 83226 

208-879-2283 
TELECOPIER 208-879-2596 

"OWNED BY THOSE WE SERVE" 



July 22, 1991 




General Services Administration 
FAR Secretariat (VRS) 
18th Nad F Street, N.W. Room 4041 
Washington, D.C. 20405 

REF: FAR Case 91-13 

Dear Sir: 

Your recently published proposed rule on the acquisition of 
services from utilities (56 Federal Register 23982) certainly 
causes me a great deal of concern. 

I support the idea of treating all members exactly the same and 
paying them on the same rotation. I believe the method should 
be consistent with that provided for in the By-Laws. The only 
method of changing this should be limited to the vote of the 
members. Further, the idea of specifying a certain time as to 
payment of such, should be solely at the discretion of the duly 
elected Board of Directors and not mandated as you have 
proposed. 

For you to arbitrarily set 60 days is an invasion of the 
members* authority, since once again the By-Laws as established 
may be something more or less than your time frame. Again, we 
feel that it is our responsibility to inform you as soon as 
possible as to the amount of capital which will be credited to 
your capital account each year. However, your desire to have 
this reported by delivery point and contract number is again 
asking for special handling and preferential consideration. 
Why should we discriminate against all of our other members, 
for your convenience?. Your proposal requesting that each 
contract number be segregated for the purpose of showing the 
amount of capital credited to that specific service would be no 
problem, provided each member had only one service. The 
government, as well as the majority of our members, have more 




than one contract- or one service. We continue to feel 
obligated and proud to notify each one of our members as to 
their accrual each year. To ask that coincidental to this 
notification, you be given the date of the actual retirement is 
totally impossible, when you consider the unknowns that can and 
will affect the cooperative's financial condition. 

Your proposal upon termination or expiration of the contract, 
unless the government directs that the unpaid capital credits 
be applied to another contract, the contractor shall make 
payment to the government for the unpaid capital credits, is 
preferential treatment and discrimination against the other 
members of the cooperatives. 

It certainly seems strange that you would specifically request 
that a certified check be required when throughout the years 
the payments we receive are not by certified check. 

Please seriously consider the abandonment of this proposal in 
preference of the By-Laws of those Cooperatives which the 
members (including you, the Government) have established and 
further have the ability to change by another vote of the 
members. 

Thank you for considering these points in your deliberation. 

Yours truly, 

Dolores Ivie 
General Manager 



m. 



Clay-Union Electric Corporation 

P.O. Box 317 Vermillion, South Dakota 57069 



July 23. 1991 



Government Services Administration 
FAR Secretariat (VRS) 
18th and F Streets. NW. Room 4041 
Washington. DC 20405 

Subject: FAR Case 91-13 

I am writing in response to the May 24, 1991 proposed rules concerning 
the acquisition of services from utilities (56 Federal Reaister 
23982) . . 

Although Clay Union Electric Corporation presently will not be 
directly affected by these rules should they be adapted, we still have 
very serious reservations because of possible future contracts we may 
have with the Government . We also feel the need to support fellow 
cooperatives that may be directly affected by these rules. Therefore 
we wish to contribute the following comments. 

Briefly, our main objection to these proposed regulations concerns 
Part 52.241-13 Capital Credits, paragraphs (b & c) . These paragraphs 
provides the payment of capital credits upon termination or expiration 
of a governmental contract. The question one needs to ask is; Why 
should the Government be granted rights in a Cooperative t:hat are in 
direct conflict with its Bylaws? 

Our Bylaws specifically state that capital credit retirements be made 
in order of priority according to the year in which the capital was 
furnished and credited. In other words, the capital first received by 
the Cooperative shall be the first retired. We cannot endorse any 
proposed regulations that affords certain members an unfair . advantage 
over other members, such as this would. 

Additionally, this section would also conflict with the provisions of 
our mortgage with the Rural Electric Administration and may jeopardize 
our Federal Tax-Exempt Status. 



Telephone 605 624-2673 



We appreciate the opportunity to comment on these rules and am 
they will be taken into consideration. 



sure 





SIOUX 
VALLEY 




P.O. Box 216 • Colman, South Dakota, 57017-0216 



ELECTRIC 



Phone: 605-534.3535 



Toll Free: 1-800-234-1960 
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General Services Administration 
FAR Secretariat (VRS) 
18th and F Street, NW, Room 4041 
Washington,, DC 20405 

SUBJECT: FAR Case 91-13 

I am writing in response to the May 24, 1991 proposed rules 
published in the Federal Register relative to some proposed 
revisions to the Federal Acquisition Regulations relating to the 
Acquisition of Utility Services, 

Our cooperative does provide electric service to the EROS Data 
Center near Sioux Falls > South Dakota, under the terms and 
conditions of a contract with the General Services Administration. 
To the best of our knowledge, we have complied with all of the 
federal regulations and all of the terms and conditions of the 
current contract. Our review of the proposed rules has prompted us 
to make the following comments. 

Part 41.004-2 Procedures 

We have no quarrel with the intentions of the rule to promote full 
and open competition in the acquisition of utility services by the 
federal government. However, in states such as South Dakota, state 
territorial laws dictate power suppliers who have been granted 
exclusive territories to serve electric loads throughout the state. 
Attention needs to be given as to whether or not this proposed rule 
would be in conflict with existing state territorial laws. 

Part 52.241-5 Service Provisions (Paragraph d) Continuity of 
Service and Consumption 

This provision which requires an adjustment to the monthly bill if 
service is interrupted for more than one hour in a monthly billing 
period is not presently a provision of our current contract with 
the General Services Administration. In the 19 years we have 
provided service to the EROS Data Center, this provision would not 
have applied as a result of an outage that exceeded one hour. 
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Part 52.241-13 Capital Credits 

First, regarding sub-paragraph (b), we follow the practice of 
allocating all of our capital credits for the prior year 
Immediately after our annual financial audit as received and 
accepted by the cooperative's board of directors. While our fiscal 
year Is the calendar year, our audit report Is not normally 
presented to the board until our March board meeting. This would 
create a problem In complying with the proposed 60 -day rule. 

In addition, based on the provisions of our current mortgage with 
the Rural Electrification Administration, we are restricted to 
actual cash retirements of capital credits not to exceed 23% of the 
prior year's patronage capital* The decision to make cash 
retirements In this amount Is additionally contingent upon the 
current cash position of the cooperative. These decisions are 
generally made In the last quarter of each year. 

Sub-paragraph (c) provides that all capital credits shall be paid 
to the government upon termination or expiration of the contract. 
Here again, we find this provision to be In conflict with both the 
cooperative's bylaws and the provisions of our mortgage with the 
Rural Electrification Administration. It seems to us that the 
Implementation of this provision could have severe financial Impact 
on rural electric cooperatives who have major contracts with the 
federal government. We urge careful consideration of the potential 
Impact of this provision. 

The proposed requirement In Sub-paragraph (d) requiring that 
capital credits payments be made by certified check represents only 
a procedural Inconvenience. Most rural electrics print capital 
credit checks as a part of a computer run. This would require that 
the capital credit checks to the federal government be voided and 
a certified check prepared and Issued In Its place. 

This seems somewhat Inconsistent and unnecessary as far as we are 
concerned because the U.S. Treasury has for years accepted our 
regular checks amounting to over $1,000,000 a year for principal 
and Interest payments on our loans. 

We would appreciate your consideration of these comments on FAR 
Case 91-13. 

Sincerely, jf Jxy^ * 

jJnes M. Klley) // 
General Manager / / 



cc: Bob Bergland 
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Comments of Mid-Carolina Electric Cooperative, Inc. 
on the May 24, 1991 proposed rule 
amending 48 CFR Parts 6,8,15,41 and 52 
(FAR Case 91-13) 



Mid-Carolina Electric Cooperative, Inc. hereby files these 
comments to the United States General Service Administration relative 
to the May 24, 1991 publication of the proposed rule for the 
acquisition of utility services (56 Federal Register 23982) (FAR Case 
91-13). 

INTRODUCTION AND BACKGROUND 

1. All communications concerning these comments by Mid-Carolina 
Electric Cooperative, Inc. should be addressed as follows: 

Jack F. Wolfe, Jr. 
General Manager 

Mid-Carolina Electric Cooperative, Inc. 
P. 0. Drawer 669 
Lexington, SC 29071 

2. Mid-Carolina Electric Cooperative, Inc. is a distribution 
electric cooperation corporation organized and existing under the laws 
of the State of South Carolina. It has over 26,000 members and 
services approximately 32,000 meters in five counties located in the 
central section of South Carolina, * 
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COMMENTS ON PROPOSED RULE 
48 CFR PARTS 6, 8, 15, 41 AND 52 
(FAR Case 91-13) 

3. Mid-Carolina Electric Cooperative is opposed to certain 
sections contained in 52.241-13 Capital Credits which may exclude an 
electric cooperative £rom entering into a contract with the United 
States Government. 

4. 52.241-13 Capital Credits 

(a) The Government is a member of the (cooperative name) 

, and as any other member, is entitled to 

capital credits consistent with the by-laws of the 
cooperative, which states the obligation of the Contractor to 
pay capital credits and which specifies the method and time of 
payment. 

This section is fine, but I would point out that the time of 
payment as specified in most cooperative by-laws is not a 
specific time but is determined by the Board of Trustees of 
the cooperative, the United States Department of Agriculture 
Rural Electrification Administration, and other banking 
entities. This decision is based upon the financial strength 
of the cooperative. 

(b) Within 60 days after the close of the Contractor's fiscal 
year, the Contractor shall furnish to the Contracting Officer, 
or the designated representative of the Contracting Officer, in 
writing a list of accrued credits by contract number, year, 
and delivery point. Also, the Contractor shall state the 
amount of capital credits to be paid to the Government and the 
date the payment is to be made. 



We oppose this section only because 60 days is an unreasonable 
time frame for the cooperative to audit its books ^ prepare 
capital credit notices, and mail them to all of its members. 
A more reasonable time frame to do all of this would be 6 
months. 

(c) Upon termination or expiration of this contract, unless 
the Government directs that unpaid capital credits are to be 
applied to another contract, the Contractor shall make payment 
to the Government for the unpaid credits. 

Currently the by-laws of most cooperatives prohibit the 
payment of capital credits to one member and not to all 
members. Under our mortgage agreement with the United States 
Department' of Agriculture Rural Electrification Administration 
a cooperative cannot retire capital credits unless its equity 
exceeds 40 percent without approval of the Rural 
Electrification Administration and other banking entities. By 
inclusion of this statement the approximately 1000 electric 
cooperatives could be excluded from serving any United States 
Government electric service. 

(d) Payment of capital credits will be made by certified 
check, payable to the Treasurer of the United States; and 

forwarded to the Contracting Officer at __, unless 

otherwise directed in writing by the Contracting Officer. 
Checks shall cite the current or last contract number and 
indicate whether the check is partial or final payment for all 
capital credits accrued. 
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We oppose being required to send a certified check for the 
capital credits • Sending a certified check is an uiireasonable 
administrative burden upon the cooperative. We believe that a 
regular check is sufficient since most cooperative are well 
established businesses within the community and have been so 
for over 50 years. 



Respectfully submitted, 

MID-CAROLINA ELECTRIC COOPERATIVE, INC. 




Lexington, SC 
July 22, 1991 





Harrison County Rural Electric Cooperative 

William H.Hutch«oa, Manager uf^^A John A. Burbridge. President 

■SI QHS';i$^ 

Phone -647-2727 
P.O. Box 2 
Woodbine, Iowa 51579 

July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets N.W., Room 4041 
Washington, D.C. 20405 

Re: FAR Case 91-13 

Federal Acquisition Regulation: Acquisition of Utility Services 

Dear Sir: 

After examination of the proposed rule, we offer the following comments on be- 
half of this cooperative. The comments deal specifically with Section 52.241-13 
Capital Credits. 

1. ) Sub-section (b) proposes that specific data pertaining to capital credits 

be furnished to the Contracting Officer within 60 days. after the close of 
the fiscal year. Because of the necessary accounting to be done at year 
end and the needed report of legal counsel and others before assignment 
of patronage dividends, the time constraints are virtually impossible to 
meet. Although most cooperatives are on a specified cycle of retirement 
of patronage, it would not be possible to forecast payemnt of the patron- 
age allocation at a specific date in the future. For instance. Rural 
Electrification Administration (REA) must approve refunds in many cases, 
after reviewing current financial and operating data of the cooperative 
requesting to refund. 

2. ) Sub-section (c) proposes that refund of capital credits be made at the 

time of contract termination or expiration. This type of payment method 
is contrary to the requirements of Iowa law. First in, first out (FIFO) 
method of capital credit retirement is mandated by statute. 

Please feel free to contact us if there are questions or comments. We apprec- 
iate the opportunity to participate in the rule-making plans. 



Sincerely, 



William H. Hutcheson, Manager 
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Owned By Those We Serve 





July 25, 1991 

General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, NW* , Room 4041 
Washington, DC 20405 

RE: FAR CASE 91-13 

Dear Sir: 

This letter is in reference to FAR Case 91-13, concerning the 
acquisition of services from cooperative utilities. We feel that 
if Section 52,241-13 Capital Credits, paragraph B & C is added to 
all contracts between Federal facilities and electric 
cooperatives it could be in violation of the By-laws under State 
Charter of Cooperatives, This would force the electric 
cooperatives to handle capital credit on all Federal accounts 
separate from other members allocated patronage capital. In our 
opinion accounting for capital credit allocations and retirements 
in this manner would have an adverse affect on the accounting 
systems of the cooperatives causing dual accounting and would be 
unfair to other cooperative members. We are opposed to this 
ruling and ask your consideration concerning the deletion of 
Paragraph B & C on Federal Register, Vol 56, No, 101, May 24, 
1991. 

Sincerely, 

Malcolm Bundrick 
Office Manager 
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The Satilla 

Rui^l Electric Membership Corporation 

101 West 17th St./P.O. Box 906/Alma, Georgia 31510/Phone (912) 632-7222 
July 22, 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N. , Room 4041 
Washington, DC 20405 

Gentlemen: 

The following comments are in reference to FAR Case 91-13: 
52.241-13 Capital Credits 

Paragraph (a) 

Ability to pay is an important factor in determining when credits will 
be returned to members. For this reason, time of payment cannot be 
stated with certainty. 

Paragraph (b) 

Sixty days doesn't provide sufficient time to determine the amount of 
credit due federal facilities for the most recent year of service. 

Credit calculations are only made after the end of an accounting year; 
in our case - the calendar year. If a contract was terminated in 
March, it would be the following year before credit amounts would be 
known. 

Another reason is that the notice of credits due must include credits 
earned in associated organizations. In instances, annual audits must 
be completed before these announcements can be made and this could 
take several months. 

Paragraph (c) 

We are unable to comply with the reqxiirements that checks be written 
for accrued credits earned at the time a contract is terminated. 

-» 

The cooperative's bylaws state that capital credits shall be paid in 
order of priority according to the year in which the capital, was 
received and the capital first received being the first to be returned. 
This has been our practice since inception of the cooperative. Our 
legal counsel advised that to do otherwise would be at risk of suit. 



DISTRICT Of PiCES 

Douglas. Ga 
Hazlehurst. Ga 
Jesuo. Ga. 



^ 30 /99/ 




General Services Administration 
FAR Secretariat (VRS) 
Page 2 

July 22, 1991 



FAR Case 91-13 
52-241-13 Capital Credits 

If oTit-of-tum payments of capital credits were made on federal 
accounts, it would be treating one member differently than all others. 
Fairness would dictate that the privilege be extended to all members. 
If this was done, member equity could take the form of an obligation 
(liability) to the member instead of member ownership. 

This would seriously impair - if not destroy - our ability to borrow 
money on capital markets. Certainly, any shift of equity to a liability 
class^lcation as a result of mandatory payment procedures would 
greatly reduce the capital ratios required to borrow funds at 
reasonable rates. 

Also, this requirement may change the cooperative's tax exempt status 
because it could be inconsistent with the requirements of the IRS for 
cooperative status. 

Sincerely, 




R. L. Lanier 
President/ CEO 



RLL/wh 
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July 23, 1991 



General Services Administration 
FAR Secretariat (VRS) 
lath and F Streets, N.W. 
Room 4041 

Washington, D.C. 20405 
Ref: FAR Case 91-13 
Dear Sirs: 

I would like to make the following comments in reference to 
Section No. 52.241-13 of your proposed rule on the acquisition of 
services from utilities. 

Subsection (a), if passed, would direct that capital credits 
he allocated and paid to the Government on a basis consistent 
with the by-laws (Codes of Regulations) of the cooperative. 
However, Subsections (b, (c) and (d) , if passed, would be in 
direct conflict with Subsection (a) unless the intent of the rule 
is to dictate to our membership how it should formulate its by- 
laws and operate its business. 

Subsection (b) places an unreasonable time constraint on 
allocation of capital credits and notification of member/patrons. 
After the books are closed for any fiscal year an audit must be 
conducted by an independent auditing firm before allocation of 
capital credits is begun. Sixty days is unreasonably short for 
those of us with computers and virtually impossible for those 
without. 

Subsection (c) would direct us to pay the Government ahead 
of our other patrons. The Rural Electrification Administration 
has always, and properly so, strongly recommended against refund- 
ing to patrons who have moved from the lines until they are paid 
in the normal cycle. The only exception has been for the estates 
of deceased member /patrons. 
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Subsection (d) would once again impose requirements wh-ich 
are not justified and which would provide special favorable 
treatment for the Government. The Government accepts millions of 
checks annually which are not certified, and i know of no elec- 
tric cooperative which has a history of bad checks. If we re- 
funded all capital credits by certified check our costs would 
rise dramatically without corresponding benefit. 

We would perhaps understand the proposed rule better if some 
justification were offered for the additional burden it places 
upon us. 

Sincerely, 

Robert L. Roberts 
General Manager 
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RURAL ELECTRIC ASSOCIATION 



POUDRE VALLEY 




P.O. BOX 1727 



FORT COLLINS. COLORADO 80522-1727 



PHONE 226-1234 



July 24, 1991 



General Services Administration 
FAR Secretariat (VRS) 
GS Building Room 4041 
18th and F Streets, N*W. 
Washington, D.C. 20405 



Ladies and Gentlemen: 

These comments are in response to the May 24, 1991 Federal Register 
Notice referencing 48 CFR parts 6, 8, 15, 41, and 52, 

No doubt every consumer thinks he/she would enjoy utility services 
from sources of supply which are most advantageous to themselves in 
terms of economy, efficiency, reliability, or service. Fortunately, 
in most areas this is not the case. Most public regulatory commis- 
sions and state legislatures have seen the wisdom in establishing 
fixed utility boundaries for electric utility service. 

As expected, fixed utility service territories frequently mean neigh- 
bors have different utility rates and varying levels of reliability. 
Customers may sometimes feel captivated by high rates and poor ser- 
vice. Rarely, if ever, will a commission allow a customer, even in 
the worse of these conditions, to jump to the other utility. Such 
flip flopping would only further reduce revenue and the ability to 
invest in system improvements. If conditions are bad enough, a 
commission may initiate an investigation and order remedial action to 
lower rates or improve service. 

The electric utility industry is a very capital intensive industry. 
Power plants, transmission lines, and suisstations cost billions of 
dollars and require ten to fifteen years of lead time to construct, 
based on existing and anticipated load projections. Large loads, like 
many governmental installations tend to be, represent significant 
percentages of existing loads and projected loads for many utility 
systems. Incorporating the low-bid process into the electric utility 
service to such loads may cause some utilities to suddenly have excess 
capacity and others to prematurely need to build new facilities. 

Although I believe low-bid contracting of utility services is not in 
the public interest in the long run, I recognize that the government 
seldom looks very far into the future in the terms of public interest 
if it thinks it can save a buck today. However, before a government 
facility is allowed to contract for services from a supplier outside 
of the immediate service area, the government facility should be 
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required to conduct an environmental impact study and a utility impact 
study* 

The EIS should determine the generation source of the resource provid- 
ing the power. Is the fuel source more or less environmentally safer 
than the current local supplier? Will switching power suppliers cause 
one to have excess capacity, or the other be generation deficient? 
Will the loss of a significant load have a material effect on rates, 
jobs, local economy, etc. 

Poudre Valley Rural Electric Association is an electric distribution 
cooperative duly organized under the laws of Colorado. As a member of 
Poudre Valley R£A, the government is entitled to capital credits 
consistent with the by-laws of the Association, which state the 
obligation of the Association to pay capital credits and which speci- 
fies the method, conditions and time of payment. 

Special notification in writing or otherwise to the Contracting 
Officer of a list of accrued credits by contract number, year, and 
delivery point is beyond the reasonable expectations of a cooperative 
member. The burden to accumulate the data far exceeds any possible 
benefit to the government. The Association does notify every consumer 
each year on their February or March billing of their capital credits 
allocated in the prior year. Each service is identified by a unique 
account number specific to each service. The government could 
associate this information to each contract number to keep its own 
records • 

Capital credit refunds are made annually consistent with the Associa- 
tion's by-laws, policies established by the Rural Electrification 
Administration, and the financial condition of the Association as 
determined by the Board of Directors. Sending a special notice to the 
government regarding the amount of capital credits to be paid and when 
they will be paid cannot be done in advance of the decision being made 
on an annual basis. Checks are dispersed to all consumers within a 
very short period after the Board has decided to make a refund. Such 
notice would arrive at about the same time as the check. 

Termination or expiration of service does not qualify the government 
for a premature refund of capital credits. Not only do our by-laws 
prohibit premature retirement of capital credits to any account, but 
such a practice could cause a severe hardship on the Association. 
Depending on the financial strength of a particular cooperative, 
rotation of capital credits ranges from seven to as long as 
twenty-five years. To expect a cooperative to come up with the cash 
to pay off even as few as seven years of capital credits for a large 
governmental service could ruin the financial viability of the cooper- 
ative. Certainly, to demand premature retirement of twenty-five years 
of retained capital credits would be beyond any ability of a coopera- 
tive to do. 
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Most cooperatives rotate capital credits on a first-in first-out 
basis. Demanding special treatment by the government would upset this 
commitment to the old-time consumers* By consuming cash to payoff the 
government accounts ahead of others, the cash reserves of the 
cooperative would be depleted and repayment unfairly delayed to the 
consximers to whom the payments are rightly due. 

Cooperative checks are good. To expect a certified check is not only 
costly, it is an. absurd insult to the entire xniral electric program. 
If the cooperative were broke it probably couldn't write a certified 
check anyway. 

Capital credit checks are identified in the same manner as account 
billings. Each check states for which period the refund covers. 
Information as to whether the payment is the final or partial payment 
for a particular year is provided to the government on an annual 
basis. Again, special treatment of government accounts is costly and 
time consuming to create and maintain. 

• In sximmary, this rule would be costly, discriminatory and a violation 
of our by-laws and the basic principles of the cooperative business 
philosophy. 

Please contact me if you have any questions regarding the comments and 
issue positions hereby presented in FAR Case 91-13. 



Sincerely, 




General Manager 
RJC/mrf 

cc: Bob Bergland 
Howard Barnes 
Ray Clifton 
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July 29, 1991 



General Services Administration 
FAR Secretariat 
18th and F St., NW, itoom 4041 
WashingtoHf D.C. 20405 

Dear Sir or Madam: 

The enclosed letters are submitted for your review and 
consideration. 

A report on your agency's involvement and information 
regarding this matter vould be most appreciated. For purposes of 
my own office archives, a duplicate of the report accompanying 
return of the enclosure would be helpful. 

Ihank you for your assistance on this matter. With best 
regards, I am 




Yours for a free society. 



STEVE SYMMS 6^ 
united States Senator 



SSrtjl 



Enclosure 



note: please address reply envelope to: 



Senator Steve Symms 
ATTN: Tom LeClaire 
Senate Hart 509 
Washington, D.C. 20510 
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Raft River Rural 
Electric Cooperative, Inc. 



250 North Main 
P.O. Box 617 
Malta, [D 63342 
Telephone: 208-645-2211 
FAX: 208-645-2300 




July 19, 1991 



Honorable Steve Symms 
Congress of the United States 
United States Senate 
Washington, D.C. 20510 



Dear Senator Symms, 



I am writing to you in regards to the proposed rule changes the General Service Administration 
(GSA) is currently working on between the federal facilities and cooperative utilities. It is my 
opinion the GSA is being extremely discriminatory with the proposed changes. I have 
enclosed a copy of the letter I am sending to the GSA with my response to the proposed 
changes. 1 would appreciate your support for the cooperatives with regards to the changes. 
Like*all other cooperatives in the United States the members are the cooperative, and if the 
rules ar to be changed the members should be responsible for the change not dictated to by a 
bureaucracy. 

Again, I wish to express my concern with this issue and appeal for your support. 



Sincerely, 




BT/ba 



Enclosures 




^ Raft River Rural 
/Electric Cooperative, Inc. 



250 North Main 
P.O. Box 617 
Malta. ID 63342 
Telephone: 208-^5-2211 
FAX: 208-645-2300 




July 17. 1991 



General Services Administration 
FAR Secretariat (VRS) 
18th Nad F. Street, N. W, Room 4041 
Washington, D.C. 20405 

REF: FAR Case 91-13 

Dear Sir, 

Your recently published proposed rule on the acquisition of services from utilities (56 Federal 
Register 23982) certainly causes me a great amount of concern. 

As I understand the GSA is proposing in section 41.007 Q) that the following four paragraphs' 
be added to all contracts between federal facilities and cooperative utilities. To be perfectly 
honest, 1 find each of the four paragraphs not only offensive but, additionally find several ele- 
ments contained in your proposal extremely discriminatory. 

I shall address each of the paragraphs individually referenced 52.241-13: 

(A) The government is a member of the (Cooperative Name) and 

as any other member, is entitled to Capital Credits consistent with the By-Laws of the coopera- 
tive, which states the obligation of the contractor to pay Capital Credits and which specifies 
the method and time of payment. 

RESPONSE: 

I support the idea of treating all members exactly the same and paying them on the same rota- 
tion. Plus, I believe the method should be consistent with that provided for in the By-Laws. 
The only method of changing this method should be limited to the vote of the members. Fur- 
ther, the idea of specifying a specific time as to the payment of such, should be solely at the 
discretion of the duly elected Board of Directors and not mandated as you have proposed. 

(B) Within 60 days after the close of the contractor's fiscal year, the contractor shall furnish 
to the contracting officer, or the designated represehtative of the contracting officer, in writing 
a list of accrued credits by contract number, year, and delivery point. Also, the contractor 
shall state the amount of Capital Credits to be paid to the Government and the date payment is 
10 be made. 



RESPONSE: 

This particular paragraph is extremely offensive since your proposed rule making appears to be 
an end run effort to circumvent the authority of the members of the Cooperative, plus usurping 
the discretionary authority of the duly elected members of the Board, which by the way the 
Government agency, as a member, had the privilege of electing. 

For you to arbitrarily set 60 days is also an invasion of the members authority, since once 
again the By-Laws as established may be something more or less than your time frame. 
Again, we feel that it is our responsibility to inform you as soon as possible as to the amount 
of Capital which will be credited to your capital account each year. However, your desire to . 
have this reported by delivery point and contract number is again asking for special handling 
and preferential consideration. Why should we discriminate against all of our other members, 
for your convenience? Personally, your proposal requesting that each contract number be 
segregated for the purpose of showing the amount of capital credited to that specific service 
would be no problem, provided each member had only one service. But, the Government as 
well as the majority of our members have more than one contract or one service. We continue 
to feel obligated and proud to notify each one of our members as to their accrual each year. 
But, to ask for this to be done on a service by service or contract by contract is extremely self- 
ish on your part. To ask that coincidental to this notification you be given the date of the ac- 
tual retirement is totally impossible. When you consider the unknowns that can and will effect 
the cooperatives fmancial condition, plus the restrictions that in our arid many others cases 
could be prohibited by our mortgage agreement with our bankers. 

(C) Upon termination or expiration of this contract, unless the government directs that the un- 
paid Capital Credits be applied to another contract, the contractor shall make payment to the 
Government for the unpaid Capital Credits. 

RESPONSE: 

Again, you are asking for preferential treatment which would be a blatant discrimination 
against the other members of the cooperatives. Unless your assignment was to be made as 
provided in conformance to the By-Laws, as established by the members of each cooperative. 

(D) Payment of Capital Credits will be made by certified check, payable to the Treasurer of 
the United States; and forwarded to the contracting officer at , unless other- 
wise diected in writing by the contracting officer. Checks shall cite the current or last contract 
number and indicate whether the check is partial or tlnal payment of all capital credits accrued. 

RESPONSE; 

It certainly seems funny that you would specifically request that a certified check is required. 
Through out the years the payments we receive are*not by certified check. In fact, for years 
and years the Government agencies have been notorious for being late with their payments and 
refusing to pay any penalties. Unlike all other members who have been forced to pay or be 
subject to disconnection of service, in our case until all past due and penalties have been paid. 



Please consider the abandonment of this proposal in preference of the By-Laws of those 
Cooperatives which the members (including you, the Government) have established and funher 
have the ability to change by another vote of the members. 



It has always been my belief that this counti7 was founded on the principle of "of the people, 
for the people, by the people" not rules which are "of the Government, for the Government, 
by the Government! 

I am enclosing a copy of the pertinent section from our By-Laws, which show our technique 
and rules which we are proud to operate by. 

Thank- You for considering these points in your deliberation. 



BT/ba ^ 

CC: Richard Stallings 
Larry Larocco 
Steve Symms 
Larry Craig 



Sincerely, 







General Services Administration 
FAR Secretariat (VRS) 
18th and F Streets, N.W*, Room 4041 
Washington, D.C. 20405 

Re: FAR Case 91-13 

Dear Sir or Madam: 

Careful review of the proposed rules found at 23982 Federal 
Register/Vol. 56/ No. 101/Friday, May 24, 1991, appear to be 
nothing more than an attempt to circumvent federal law which 
requires "that none of the funds appropriated by the Act or any 
other Act with respect to any fiscal year by any department, 
agency, or instrumentality of the United States may be used for the 
purchase of electricity by the Government in any manner that is 
inconsistent with state law governing the providing of electric 
utility service, including state utility commission rulings and 
elective utility franchises or service territories established 
pursuant to state statute, state regulation, or state-approved 
territorial agreements," by requiring contract clauses that would 
require many cooperatives to violate their own By-laws, Articles of 
incorporation, state law, and/or provisions in their mortgage 
agreements with the Rural Electrification Administration, National 
Rural Utilities Cooperative Finance Corporation and/or others. 

Starting at 23982 and running through 23987, there are many 
references to Area Wide Contracts, Standard Specification Formats, 
Standard Annual Review Formats, Authorization Forms, Standard Form 
(SF) 26 Award/Contract. However, there are no samples or 
specifications included, so it is impossible to anticipate just how 
time consuming this paperwork will be. no final rules should be 
published until after interested parties have had an opportunity to 
comment on these items. 

The proposed rules state that "The paperwork reduction Act 
does not apply because the proposed changes to the FAR do not 
impose recordkeeping information collection requirements or 
collection of information from offerors, contractors, or members of 
the public.. This is a direct contradiction of the requirements 
under 41.004-5 which has a detailed list of items that will be 
required, many of which will require detailed analysis. 
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Section 41.005 also requires a substantial amount of paperwork 
of both the agency desiring service and the utility that will 
supply that service, again ia direct conflict with the statement 
made concerning the Paperwork Reduction Act. 

There are a number of items under Part 52-Solicitation 
Provisions and Contract Clauses that would force us to refuse to be 
a party to any contract that contained them. They are: 

1» Service Provisions 

(a) Measurement o'f Service 

(1) "and read by the contractor at its expense." 
We are a rural electric cooperative serving a large 
area with low density. To hold down costs, our 
members read their own meters and supply them to us. 
This provision would force us to give preferential 
treatment to government installations and would 

' increase the costs to our other members* 

(2) "The contractor shall read all meters at 
periodic intervals of approximately 30 days, etc." 
Again, we are a low density rural electric 
cooperative and require our members to read thei*r 
meters and supply us with them. As pointed out 
above, this provision would require preferential 
treatment for government installations at the 
expense of other members. 

(b) Meter Test 

(1) "test contractor-installed meters at intervals 
not exceeding one year, etc." Electric meters are 
probably the most accurate and dependable measuring 
device used in a trade or business today. Requiring 
annual testing is absolutely not cost-effective. It 
will only add to the already high costs of system 
operations and provide no benefit. 

(2) (3) These two items are part of the operating 
requirements of every electric utility that I am 
familiar with and are not needed in a contract. 

(d) Continuity of Service ^ 

(1) "or other variation of service shall aggregate 
more than one hour during any period hereunder, an 
equitable adjustmient shall be made in the monthly 
billing, etc." Billings for electric service are 
based on the amount of power actually used. During 
outages, no power would be used so there would be no 
bill for power used. For this reason,, this clause 
is unnecessary and excess verbiage. 
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(2) This section poses a problem in that it could 
transfer costs from the government to the other 
members on an inequitable and discriminatory basis • 
Depending on the circumstances, it could provide for 
preferential treatment of the government at the 
expense of the other members • 

52.241-7 Change in Terms and Conditions of Service for 
Unregulated Suppliers. This entire clause is unacceptable as 
written. It would confer on the government rights and 
privileges not available to any other members of the 
cooperative. It would require that the cooperative incur 
additional costs for the benefit of the government at the 
expense of the other members. 

Also under item (c), it refers to a Disputes clause, but I can 
find nothing in these proposed rules to indicate what might be 
required to settle a dispute. Until the proposed procedures 
for settling a dispute are published and we have an 
opportunity to comment on them, no final rule should be 
published. - 

52.2^1-B Connection Charge. This section again gives 
preferential treatment to the. government at the expense of the 
remaining members of the cooperative and, therefore, would be 
totally unacceptable. 

52.241-13 Capital Credits. 

(b) This section would be impossible to comply with. We 
would be unable to ascertain the amount of capital 
credits to be allocated until after the year-end audit is 
completed and the Board of Directors authorizes the 
allocation of capital credits. This would normally 
be somewhere between 120 to 180 days after the close of 
the fiscal year. Also at this time, we would have 
serious problems trying to list out accrued capital 
credits by contract number, year, and delivery point. At 
the time of the allocation, it would be impossible to 
give a date that the capital credits would be refunded. 
We are currently retiring capital credits accumulated in 
the early 1970s and attempting to maintain a 20-year 
cycle. However, the retirement of capital credits is at 
the discretion of the Boai;d of Directors after an 
analysis of the financial condition of the cooperative 
and a determination that such a retirement will not 
impair the financial integrity of the cooperative. This 
is done annually. 
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(c) This clause must be eliminated completely as it 
would require us to violate our By-laws, Articles of 
Incorporation, Idaho State law, Montana State law, 
provisions of our Mortgage Agreements with the Rural 
Electrification Administration and provisions of our 
Mortgage Agreement with . National Rural Utilities 
Cooperative Finance Corporation. 

(d) This clause must also be eliminated completely as it 
would require us to give preferential treatment to the 
government at the expense of the rest of our members. 



Sincerely, 

NORTHERN LIGHTS, INC. 

LaVerne Stolz, 

Director of Finance & Adm. 

LS:blp 

cc: Senator Larry Craig ' . 

Senator Steven Symms 
Senator Max Baucus 
Senator Conrad Burns 
Congressman Larry LaRocco 
Congressman Richard Stallings 
Congressman Ron Marlenee 
Congressman Pat Williams 
Mike Oldak 
Roy Eiguren 
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WASHINGTON. O.C. 20550 



July 18, 1991 



General Services Administration 
FAR Secretariat (VSR) 
18th & F Street, NW 
Room 4041 

Washington, D.C. 20405 
Re: FAR Case 91-13 



Dear Sir or Madam: 

The National Science Foundation has reviewed the Notice of 
Proposed Rulemaking regarding Acquisition of Utility 
Services. We have no comments or objections to the proposed 
rule in the FAR case cited above. 



Sincerely, 
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DEPARTMENT OF THE NAVY 



0f r •^TELEPHONE NO 



ATLANTIC DIVISION 
NAVAL FACILITIES ENGINEERING COMMAND 
NORFOLK. VIRGINIA 23511-6287 



(804) 444-9584 
(A/V) 564-9584 



IN REPLY REFER TO 



11300 
164 



From: Commander, Atlantic Division. Naval Facilities Engineering Command 
lo: Commander, Naval Facilities Engineering Command. Headquarters 

Subj: FAR PART 41 - ACQUISITION UTILITIES SERVICES (FAR CASE 91-13) 

End: (1) Conraents on Draft FAR Part 41 

1. Pursuant to your request, general and specific comments on FAR 41 are 
provided by enclosure (1). 

2. Should you have any questions, please contact Mr. Roy B. Morris at 
Commercial (804) 444-9584 or Autovon 564-9584. 



Copy to: 

CHESNAVFACENGCOM (Code 111) 
NORTHNAVFACENGCOM (Code 024) 
SOUTHNAVFACENGCOM (Code 0221) 
WESTNAVFACENGCOM (Code 164) 
PACNAVFACENGCOM (Code 113) 





18th and F Streets NW 
Room 4041, GS Building 
Washington, DC 20405 
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LANTNAVFACENGCOM COMMENTS OM DRAFT FAR PART 41 



GENERAL COMMENTS 

Part 41 still continues to be a GSA instruction. 
Sections 41.004-2. 41.004-5 and 41.005 are specific to 
GSA award and administration of their contracts. As DOD 
IS a Contacting Agency these sections should be omitted 
from Part 41 or at least designated "Not Applicable To 
DOD". Each agency will establish required award and 
administrative procedures in their supplements to FAR. 

In May 1991. we reviewed and provided comments on DFAR 
Part 241. Resolution on Part 41 language should precede 
resolution of DFAR Part 241 language. 

Section 41.002 (5) specifies that Part 41 will not be 
applicable to acquisitions in foreign countries. Since 
there is very little guidance in this area, our next 
logical step would be to incorporate some basic guidance 
in DFAR. 



II- SPECIFIC COMMENTS 

41.001 Definition of Utility Service - Delete the last 

sentence. The problem with the wording of this sentence 
is that It says that other services (e.g., rubbish 
removal, snow removal) may be considered to be utilities 
when they are exempt from the Service Contract Act of 
1965. This Act lists exemptions, one of which is 
utilities. This is an unbroken circle which solves 
nothing. Recommend that the wording be replaced with 
that in paragraph S5-101.1 of ASPR Supp 5 which says 
these services may be treated as utilities "when the 
services are performed by public agencies or utilities 
on a contractual basis and are subject to public 
regulation' . 

41.004-1 (b) -Change to read: 'For utility services exceeding 
«25,000 per annum including any connection and/or 
termination charges, agencies shall...' 

(b) - Delete everything after the first sentence. 
Acquisition of utility service from governmental 
agencies, quasi-governmental agencies, or municipalities 
makes it imperative that each agency have the 
flexibility to utilize the utility supplier's 
application form when it is in the best interest of the 
U.S. Government and the supplier's application form 
does not violate U.S. law. Each agency must address 
this issue with their own procedures. 
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41.004-2 Delete this entire section or designate it "NOT 

APPLICABLE TO DOD AGENCIES". These procedures are GSA 
specific and should not be applicable to DOD agencies 
As with all other types of DOD contracting: DFAR. NAPS, 
and P-ee establish contacting procedures. 

41.004-5 Same comment as included with 4 1 , 004-2 . 

41.005 Same comment as included with 41.004-2 

41.006-1 Rewrite the first sentence to read. "Agencies shall 

review (a) utility service invoices exceeding «25,000 
per annum on a montlly basis; and (b) each contract or 
other written request exceeding «100,000 on an annual 
basis . " 

41.008 This paragraph requires the use of SF 33 which 

stipulates the contract to comply with the standard 
format as specified in item 11 of the form. This 
conflicts with the ASPR Supp 5 format (paragraph 
S5-203) we are now using and which is recognized by the 
utility industry as the standard. We must have the ASPR 
Supp 5 flexibility of format. It has become increasing 
more difficult to execute standard FAR contracts with 
sole-source utility suppliers. Changing to a new format 
with various sections that do not apply to utilities 
contracts will only hamper the contracting process 
Part 41 must recognize that utilities contracts are 
sole-source and unique and have evolved in an 
environment of Federal , State and Local regulations. 

41.010 (a) Service specifications should be included in 
the review of Part 41. 

(c) Delete this paragraph in its entirety. Comment on 
Section 41.008 eliminates the utilization of SF 33. 

52.241-2 (a) - (c) - These subparagraphs effectively limit 

utility contracts to a ten year definite period They 
are written around the GSA ten year standard authority 
and Ignore the indefinite term contact authorization of 
ASPR Supp 5. The scope and term clauses of ASPR Supp 5 
are more appropriate for a utility service contract: 
Therefore, replace subparagraphs (a) thru (c) with the 
ASPR Supp 5 clauses (paragraph S5-203.1). 

52.241-5 (a) and (b) - The industry has moved away from the 27. 

range as being accurate. We need to follow suit These 
subparagraphs should state that no meter should be 
placed in service that does not record 100:i accurate 
under normal testing conditions. 
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(b) - Change the first sentence to read, "...test the 
meters installed by the contractor in accordance with 
the contractor's normal procedures as specified in the 
contractor's applicable rules and regulations". 
The remaining portion of the subparagraph gives the 
Government the right to request additional meter test 
and to pay for them if the Government requires meter 
test more frequently that the contractor's normal 
procedures. 

52.241-9 An alternative clause is required to cover those 

situation where the Termination Liability is based on 
quantities consumed or minimum purchase requirements 
over a negotiated number of years. 
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